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The  Farmer  Cooperative  Service  conducts  research  studies 
and  service  activities  of  assistance  to  farmers  in  connection 
with  cooperatives  engaged  in  marketing  farm  products, 
purchasing  farm  supplies,  and  supplying  business  services. 
The  work  of  the  Service  relates  to  problems  of  manage- 
ment, organization,  policies,  merchandising,  product  qual- 
ity, costs,  efficiency,  financing,  and  membership. 

The  Service  publishes  the  results  of  such  studies;  confers 
and  advises  with  officials  of  farmer  cooperatives;  and 
works  with  educational  agencies,  cooperatives,  and  others 
in  the  dissemination  of  information  relating  to  cooperative 
principles  and  practices. 


In  format  ion  for  this  report  was  gathered  while  the  author  was  on  the 
West  Coast  for  other  work.  Because  of  the  interest ing  integrated  ac- 
tivities of  Pendleton  Grain  Growers ,  Joseph  G.  Knapp,  Administrator , 
Farmer  Cooperative  Service,  thought  it  desirable  that  information  be 
obtained  on  its  experience  and  reported  in  our  series  of  publications 
on    integrated  cooperatives . 

James  Hill,  Jr.,  General  Manager,  and  Wesley  Grilley,  Advertising  Man- 
ager, and  other  members  of  the  staff  cf  Pendleton  Grain  Growers  were 
most  helpful  in  furnishing  and  checking  material  for  this  report. 
A.  C.  Adams,  President ,  Spokane  Bank  for  Cooperatives,  and  staff  of 
Pacific  Supply  Cooperative,  Walla  Walla,  Wash.,  were  also  consulted 
on  particular    aspects    of  PGG' s    operat ions . 

Appreciat ion  is  also  due  the  following  staff  members  of  Farmer  Coop- 
erative Service  for  their  suggestions  on  technical  phases  of  the  re- 
port: J.  W.  Mather,  Chief,  Farm  Supplies  Branch;  Daniel  H.  McVey , 
Chief,  Grain  Branch;  Raymond  L.  Fox,  Livestock  and  Wool  Branch;  and 
H.    H.    Hulbert ,    Chief,    Business  Administration  Branch. 
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Highlights 


This  publication  reports  on  the  many 
integrated  activities  and  services  of  a 
local  cooperative  in  the  Pacific  North- 
west —  the  Pendleton  (Or eg. )  Grain 
Growers,  Inc.  To  put  these  services 
into  focus,  in  brief  they  are: 

Marketing 

•markets  grain. 

•  stores  grain  in  elevators  close  to 
fields. 

•  provides  trucks  and  barges  to  move 
grain  to  market  more  economically  and 
efficiently. 

•  belongs  to  regional  and  national  coop- 
eratives for  better  marketing. 

•  furnishes  local  market  for  grain  by 
buying  for  use  in  its  own  feed  mill. 

•  markets  hogs. 
Supplies 

•  manufactures  all  types  of  feed  in  own 
mill. 

•  has  developed  a  hay  wafer  with  grain 
and  supplements  added. 

•  provides  complete  line  of  fertilizers. 

•  handles  petroleum  products. 

•  runs  seed  processing  plants. 


•has  a  complete  farm  machinery  busi- 
ness. 

•handles  other  miscellaneous  supplies 
and  equipment. 

•belongs  to  regional  and  national  coop- 
eratives to  get  supplies  more  efficiently 
and  economically. 

Services 

•does  research  and  planning  to  keep 
abreast  of  agricultural  developments. 

•custom  mixes  farmers'  own  grain 
into  feed. 

•  has  helped  set  up  and  operate  a  dem- 
onstration ranch  to  encourage  livestock 
and  poultry  enterprises. 

•furnishes  information  on  production 
and  feeding  practices. 

•tests  soils  for  plant  food  needs  in  its 
research  laboratory. 

•  analyzes  feed  in  this  Jaboratory. 

•  does  custom  spraying. 

•  repairs  farm  machinery. 

•  provides  rainfall  information  through 
system  of  rain  gauge  stations. 

•  bulk  delivers  feed,  petroleum,  and 
fertilizer  direct  to  farm. 
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Pendleton  Grain  Growers  began  as 
strictly  a  grain  marketing  organization 
in  1930,  adding  services  as  the  farmers' 
needs  required  them.  In  three  decades 
it  built  itself  into  one  of  the  largest 
locals  in  the  country. 

This  publication  describes  the  steps 
taken  and  the  good  business  management 
practices  instituted  that  have  made  this 
growth  possible. 

These  include  helping  improve  the 
agriculture  of  the  region,  building  close 
teamwork  between  management  em- 
ployees and  directors,  making  good  use 
of  directors'  talents  and  capabilities, 
conducting  effective  member  and  public 


relations,  and  following  sound  financial 
policies. 

Its  operations  have  brought  direct 
savings  to  members  of  $4. 6  million 
since  it  began.  Among  the  many  indirect 
benefits  are  improved  services  and 
practices  that  extend  to  other  businesses 
and  more  efficient  farm  operations. 

PGG  is  still  keeping  itself  flexible  so 
it  can  continue  to  adjust  to  changing 
needs  of  the  farm  community  in  which 
it  operates.  The  directors  and  manage- 
ment employees  are  conducting  studies 
and  making  long-range  plans  to  insure 
this  cooperative's  continued  success  as 
an  effective  tool  for  its  1,  200  members. 
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Pendleton  Grain  Growers.  .  . 
An  Integrated  Cooperative 


by  Beryle  Stanton 
Information  Division 


Farmer  Cooperative  Service  has  been 
making  a  series  of  case  studies  to 
explore  how  farmers  are  integrating 
their  operations  through  their  coopera- 
tives to  get  the  many  production  and 
marketing  services  they  need. 

This  is  the  fifth  report  in  the  series, 
and  covers  activities  of  Pendleton 
(Oreg. )  Grain  Growers,  Inc.  ,  known  in 
the  area  as  PGG.  With  its  well-rounded, 
integrated  operations,  it  is  one  of  the 
largest  local  farmer  cooperatives  serv- 
ing a  single  rural  community.  It  pro- 
vides a  wide  range  of  needed  services. 

Its  management  takes  an  active  in- 
terest in  the  broad  problems  confronting 
the  agriculture   of   the    area   --    among 


them  in  recent  years  the  pressing  need 
for  balancing  planned,  efficient  produc- 
tion with  sound  marketing.  It  is  now 
looking  harder  than  ever  for  better  ways 
for  farmers  to  market  their  products. 

This  publication  reports  on  some  of 
these  activities:  Selling  grain  as  ef- 
fectively as  possible  on  domestic  and 
foreign  markets;  milling  home-grown 
grain  into  feed  in  its  own  feed  mill;  and 
working  toward  an  expanded  livestock 
and  poultry  feeding  industry  to  "walk 
grain  to  market. "  It  tells  how  PGG 
keeps  costs  of  supplies  as  low  as  pos- 
sible and  at  the  same  time  keeps  services 
as  efficient  as  possible  in  getting  supplies 
out  to  farmers. 

It  also  describes  how  this  local  coop- 
erative has  used  forward-looking  and 
businesslike  practices  to  help  improve 
the  financial  condition  of  its  members. 


What  PGG  Is  and  Does 


Before  going  into  details  of  how  PGG 
carries   on   its   operations,   we  need  to 


see   the   broad   framework   in   which 
operates  and  the  benefits  it  brings. 
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Its  Enviroment 

It  will  help  to  see  what  PGG  needed 
to  do  to  develop  into  an  effective  tool  for 
its  members  if  we  look  first  at  the  agri- 
culture of  the  county. 

This  gives  a  varied  picture  indeed. 
Umatilla  County  is  centrally  located,  220 
to  300  miles  from  the  large  population 
areas  of  Portland,  Oreg. ,  Spokane  and 
Seattle,  Wash. ,  and  Boise,  Idaho,  in  a 
"gardening"  or  "inlet- outlet"  position. 

Pendleton,  Oreg. ,  the  headquarters 
of  PGG,  is  in  the  center  of  Umatilla 
County.  Seven  agricultural  soil  types 
with  many  variations  exist  in  this  area. 
Its  annual  rainfall  ranges  from  8  to  40 
inches,  with  most  of  the  land  falling  in 
the  14  to  15  inch  category. 

Nearly  75  percent  of  the  county  land 
is  in  farms.  It  is  part  wheat  and  barley 
ranches,  part  sagebrush  country,  part 
livestock  and  poultry  enterprises,  part 
canning  peas  and  other  truck  crop  fields, 
plus  a  smattering  of  other  crops  such  as 
corn  and  alfalfa.  Of  the  1. 5  million 
acres    in    farms,     638,000    acres    are 


cropland  and  867,  000  are  pastureland, 
with  a  little  over  56,000  acres  of  crop- 
land using  irrigation. 

The  1,  800  farms  in  the  county  aver- 
age 825  acres.  Over  350  of  these  farms 
are  larger  than  1,000  acres,  and  a 
number  of  wheat  ranches  run  from  2,  000 
to  6,  000  acres. 

These  farm  lands  run  from  flat  in 
some  areas  to  the  steep  hillsides  of  the 
Blue  Mountain  Range,  whose  slopes 
can  be  farmed  only  by  using  expensive 
self- leveling  combines.  Such  a  com- 
bine costs  $16,000,  and  each  wheat 
farmer  on  this  type  land  owns  at  least 
one. 

Crops  provide  about  three- fourths 
of  the  agricultural  income.  Each  year, 
over  200, 000  acres  are  in  wheat  or 
barley,  and  some  54,000  acres  in  green 
peas.  Many  other  field,  forage,  and 
horticultural  crops  are  grown,  some  on 
dry  land  and  some  on  irrigated. 

The  grasslands  of  the  county  sup- 
port an  important  livestock  industry, 
which  provides  the  other  one-fourth   of 
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Headquarters   building   of  Pendleton  Grain  Growers    is    in   center    of  county   at   Pendleton,    Oreg.      Its 
color  scheme  conforms  to  that  of  the    regional  it  belongs  to,  Pacific  Cooperat  lves ,    Walla   Walla,    Wash. 
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Wheat,    mainstay     of    Umatilla  County,    grows   on    its   steep  hillsides   as   well   as    on    its    flat   plains. 

A  member   of  PGG   is   harvesting   his   crop. 


the  county's  farm  income.  Livestock 
uses  lands  too  dry  or  rugged  for 
cultivation  and  helps  create  wealth  from 
chaff,  stubble,  pea  vines,  cannery 
wastes,  and  other  forage  products. 
Cattle,  sheep,  turkeys,  hogs,  dairying, 
and  some  poultry  constitute  the  main 
livestock  items.  Livestock  fattening  is 
increasing  yearly. 

According  to  the  county  extension 
agent,  Umatilla  County  produced  the 
following  percentages  of  the  listed  crops 
in  the  State  of  Oregon  for  1959: 


Commodity 

Percent 

Green  peas  (edibles) 

71 

Asparagus 

53 

Tomatoes,  fresh 

43.9 

Cantaloupe 

42.5 

Wheat 

26.6 

Alfalfa  seed 

18 

Umatilla  is  a  relatively  rich  county. 
Its  cash  receipts  from  farm  marketing 
in  1959  were  over  $36.  6  million  —  nearly 
$27. 3    million   from   crops   and   almost 
$9.  4  million  from  livestock  (table  1). 


The  county  extension  agent  also  re- 
ported wheat  accounted  for  35  percent,  or 
$12.8  million,  of  the  total  estimated 
income  from  cash  farm  marketings  in 
1959.  Wheat  for  seed  and  feed  wasn't 
included  in  this  figure.  Average  yield 
per  acre  of  wheat  was  estimated  at 
38.  2  bushels  that  year. 

Its  Purposes 

■ 

In  a  recent  annual  report  PGG  out- 
lined its  basic  aims  as  these  — 

1.  To  increase  farmers'  returns  in 
the  market  place. 

2.  To  reduce  cost  of  production 
supplies. 

3.  To  help  improve  farm  efficiency. 

Some  1,200  ranchers  get  varied 
services  through  this  cooperative.  Its 
total  business  in  1959  amounted  to  nearly 
$16.9  million. 
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Services  Offered 

This  cooperative  does  a  large  busi- 
ness volume  within  one  county  by  com- 
bining all  major  farm  services  within 
the  one  business  structure. 

PGG  has  18  country-point  elevators, 
with  a  total  storage  capacity  of  7  mil- 
lion bushels,  facilities  for  distributing 
petroleum  and  fertilizer,  farm  supply 
stores  at  Pendleton,  Hermiston,  Athena 
and  Pilot  Rock,  and  a  million  dollar 
feed  mill.  It  also  has  a  subsidiary,  the 
Federated  Livestock  Corporation,  that 
operates  as  a  pilot  project  demonstra- 
tion ranch  to  point  up  possibilities  for 
using  more  of  the  area's  grain  output 
in  livestock  and  poultry  feeding. 


Thus  this  cooperative  has  moved 
well  into  integrating  supply  and  market- 
ing business  for  its  members.  It  also 
gives  other  services  often  classed  as 
integration  —  feed  grinding  and  mixing, 
grain  storing,  information  on  production 
and  feeding  practices  from  fieldmen, 
soil  and  feed  analysis  in  its  own  labor- 
atory, and  bulk  deliveries  of  petroleum, 
feed,  and  fertilizer  direct  to  farms. 

PGG  has  long  been  active  in  experi- 
mental and  educational  work  and  in 
providing  information  to  help  farmer 
members  with  the  technical  and  oper- 
ating side  of  their  business. 

The  accompanying  table  2  gives  a 
picture  of  PGG's  growth  in  the  50's. 


Table  1.  -  Estimated  cash    farm  receipts    from  Umatilla  County,    Oregon,    1959 


Commodity  group 


Estimated  cash 

receipts  from 

farm  marketings 


Percent  of 
1958 


Meat  animal  products 

Meat  animals  and  wool 

Dairy  products 

Poultry  and  poultry  products 

Miscellaneous  animal  products 

Total 

Crops 

Grain,  hay  and.  silage 

Seed  crops 

Specialty  field  and  drug  crops 

Tree  fruits 

Small  fruit  crops 

Truck,  including  processed  crops 

Horticultural  specialty  and  greenhouse  crops 

Farm  forest  products 

Total 

Grand    total 


$7,020,034 

92 

1,070,660 

129 

1,165,357 

102 

111,850 

98 

9,367,901 

97 

19,529,895 

122 

207 , 990 

93 

1,222,600 

80 

106,480 

186 

66,200 

157 

5,175,402 

116 

681,400 

95 

275,000 

106 

27,264,967 

117 

36,632,868 

111 
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Table  2.  -  Growth  of  Pendleton  Grain  Growers    from  1949    to   1959 


Item 


1949 


1959 


Times 
increased 


Land,  buildings  and  equipment 

Sales 

Feed  and  seed 
Farm  machinery 
Petroleum 

Total  sales 
Total  assets 
Member  equities 
Earnings  before  income  taxes 
Total  annual  payroll 
Number  of  employees 
Grain  storage  capacity  -  bushels 


$793,600 

$2,888,400 

3.6 

$615,700 

3,806,800 

6.2 

693,600 

2,519,600 

3.6 

353,400 

924,900 

2.6 

$1,662,700 

$7,251,300 

4.4 

$1,723,726 

$6,943,877 

4.0 

$1,061,600 

$2,784,600 

2.6 

$159,900 

$386,400 

2.4 

$308,000 

$1,220,000 

4.0 

75 

219 

2.9 

2,250,000 

6,598,000 

2.9 

Benefits 

Over  the  years  since  it  started,  the 
cooperative  has  made  savings  of  $4. 6 
million  for  its  members  —  40  percent, 
or  nearly  $1.9  million  of  this  going  to 
them  in  cash  and  the  balance  carried  on 
a  revolving  fund  basis  as  part  of  their 
investment  in  the  cooperative. 

Table  3  shows  details  on  money  re- 
ceived and  used  from  1930  through  1959. 

Over  the  past  12  years,  the  cooper- 
ative showed  average  yearly  patronage 
refunds  of  2.  06  cents  a  bushel  on  grain 
sold  and  3.03  cents  a  bushel  on  grain 
warehoused  (table  4).  For  the  same 
period,  PGG's  annual  patronage  refunds 
on  feed  and  seed  averaged  3.  48  percent, 
on  petroleum,  4. 52  percent,  and  on 
farm  machinery,  2.91  percent. 

PGG  management  reports  these  mil- 
lions of  dollars  could  not  have  gone  to 
farmers    if    they    had    not     organized, 
owned,  and  operated  the  cooperative. 


Table  3.  -  Money    received    and  used     by 
Pendleton  Grain  Growers,    1930    -    1959 


Received 

Total   available    for   inter- 
est  and  dividends 
Depreciation 
Outstanding   long-term   debt 

Total    received 

Used 

Cash  returned  to  farmers: 
Interest  on  certificates 

and  patronage  notes 
Dividends  on  common  stock 
Dividends  on  preferred 

stock 
Certificates  paid  off 

Total  cash  returned 

Money  retained  in  business: 
Working  capital 
Investments  in  other 

cooperatives  and  in 

Federated 
Land,  buildings,  and 

equipment  (original 

cost) 

Total  retained 
Total  used 


$4,634,442.25 
1,661,431.69 
1,686,254.37 

7,982,128.31 


482,326.23 
19 ,  349 .  20 

12,604.20 
1,339,549.27 

1,853,828.90 


1,030,197.38 


548,278.62 


4,549,823.41 

6,128,299.41 
7,982,128.31 


In  addition  to  the  dollar  savings, 
farmers  have  received  indirect  ben- 
efits -- 

•  Improved  services  and  practices  in 
marketing  their  products. 

•  Open  market  prices  and  margins  in 
supplies  that  have  influenced  other  busi- 
nesses in  the  area  to  follow  the  cooper- 
ative example. 

•  New  ideas  and  practices  developed  and 
introduced  --  highway  grain  elevators, 
barge  shipping,  research  laboratory, 
feed  development  program,  new  ferti- 
lizer methods,  and  many  others. 

While  PGG  has  been  giving  these 
direct  and  indirect  benefits  to  farmers, 
it  has  been  building  a  business  that  is 
well  respected  as  a  basic  part  of  the 
community. 


Loading  out  barges  at  PGG' s  Umatilla  dock 
for  shipping  to  terminal  facilities  at  Port- 
land, Oreg.  PGG  introduced  barge  shipping 
of  wheat  into  this  region  and  saved  members 
considerable   sums    in    transportation   costs. 


Table  4.  -  Patronage   refunds  declared  by  Pendleton  Grain  Growers    from  1948    to   1959 


Year 


Farm 
machinery 


Petroleum 


Feed  and 
seed 


Grain 
sold 


Grain 
warehoused 


1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 
1959 


Percent 

Percent 

Percent 

Cents 

a  bushel 

8.30 

6.71 

5.69 

0.80 

0.82 

4.45 

4.84 

2.55 

2.29 

2.66 

5.60 

5.66 

4.57 

2.72 

2.73 

4.97 

8.21 

4.27 

1.63 

4.77 

.95 

5.30 

3.03 

3.65 

1.98 

.58 

2.53 

2.48 

1.46 

2.50 

.38 

1.32 

3.16 

2.46 

5.05 

.74 

2.12 

3.66 

1.81 

6.15 

2.70 

3.84 

3.35 

2.14 

3.48 

2.36 

4.18 

3.63 

2.64 

1.78 

1.87 

3.14 

2.51 

2.03 

2.26 

2.05 

6.34 

2.85 

1.06 

2.17 

12-year  average 


2.91 


4.52 


3.48 


2.06 


3.03 


It  provides  Umatilla  County  with  an 
annual  payroll  in  excess  of  $1.2  million 
and  it  paid  $153,000  taxes  in  1959. 
These  taxes  included  local  and  county 
property  taxes  and  State  and  Federal 
income  taxes.  PGG  operates  on  a  "non- 
exempt"  status. 

How  It  Began 

PGG  actually  began  on  December  23, 
1929,  when  about  100  wheat  farmers  met 
with  an  organization  committee  of  the 
Pendleton  Chamber  of  Commerce.  These 
men  signed  up  half  a  million  bushels  of 
wheat  to  the  new  organization,  informally 
called  Pendleton  Grain  Growers.  They 
named  five  directors  to  serve  during  a 
period  of  organization.  Two  directors 
of  the  North  Pacific  Grain  Growers, 
Portland,  Or  eg.  --a  regional  grain  coop- 
erative serving  the  area  --  were  present 
to  help  in  the  planning  and  organizing. 

Actual  incorporation  of  the  new 
cooperative  took  place  in  March   1930. 


By  that  time  80  wheat  farmers  had  put 
up  $2,000  —  all  the  cooperative  had  to 
start  its  first  year's  business.  They 
had  pledged  $30  for  each  1,000  bushels 
of  wheat  they  normally  produced 
and  paid  l'O  percent  of  this  down  in 
cash. 

At  first  PGG's  business  was  strictly 
grain  marketing.  Then  its  members 
began  to  need  increasing  quantities  of 
petroleum  products  as  the  farm  mechan- 
ization era  began  in  earnest.  So  the 
cooperative  consolidated  with  a  local 
oil  company  in  December  1934.  In 
1935  PGG  built  its  first  bulk  grain 
elevator. 

In  1936  it  added  a  pea  and  grain 
cleaning  plant.  It  entered  the  farm 
machinery  field  in  1938.  And  by  1945, 
the  seed  cleaning  plant  had  started 
developing  into  the  present-day  Feed, 
Seed  and  Fertilizer  Division.  It  began 
operating  the  Hermiston  feed  mill  in 
1949.      It   opened   a  soils  and  research 


The  Umatilla  Oil  Company   was     the     start    of   the   petroleum  business   of  PGG.         This   picture    shows   a 
group  of   farmers   and   the   county  agent.        James  Hill,   Jr.,    present   general  manager ,  is    filling    the 

oil   drums    in   background . 


laboratory  in  1952.  And  in  1955,  it 
helped  organize  a  subsidiary  pilot  pro- 
ject --  Federated  Livestock  Corporation. 

Member  of  Two  Regionals 

Pendleton  Grain  Growers  is  a  mem- 
ber of  a  grain  marketing  regional,  the 
North  Pacific  Grain  Growers,  Portland, 
Oreg.  ,  which  in  turn  is  a  member  of  a 
national  exporting  cooperative,  Por- 
ducers  Export  Company,  New  York  City. 
It  also  belongs  to  Pacific  Cooperatives, 
Walla  Walla,  Wash. ,  which  is  a  member 
of  National  Cooperatives,  Inc.  ,  Albert 
Lea,  Minn.  ,  and  Central  Farmers 
Fertilizer  Company,  Chicago,  HI. 

Thus  PGG  has  carried  the  principle 
of  mutual  effort  on  beyond  its  county 
borders  by  joining  with  other  coopera- 
tives to  do  some  tasks  too  big  for  one 
local  cooperative. 


North  Pacific  Grain  Growers,  Inc. 

The  regional  agency  that  markets 
Pacific  Northwest  grain  is  the  North 
Pacific  Grain  Growers  (NPGG).  PGG 
joined  with  some  45  other  grain  cooper- 
atives to  form  this  organization  in  1930. 
PGG  bought  stock  on  a  bushelage  basis, 
with  10  percent  down  in  cash  and  the 
balance  to  be  earned  out  of  patronage 
refunds. 

Since  1930  PGG  has  received  sub- 
stantial cash  returns  from  NPGG  and  now 
has  $183,663  invested  in  the  regional. 

NPGG  has  subterminal  elevators  at 
Spokane  and  Kennewick,  Wash. ,  half  in- 
terest in  a  terminal  facility  at  Vancouver, 
Wash. ,  and  space  in  the  Port  Elevator 
at  Astoria,  Oreg.  It  is  now  building  a 
new  $5  million  export  elevator  near 
Portland,    Oreg.     PGG  and  other  locals 


Figure  1 


Pendleton  Grain  Growers  Affiliation  With  a  Regional  Grain 
Cooperative  and  a  National  Exporting  Grain  Cooperative 
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Figure  2 

Pendleton  Grain  Growers  Affiliations  With  Regional 
and  National  Farm  Supply  Cooperatives 
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move  their  grain  crops  into  these  re- 
gional facilities.  The  regional  handles 
sales  of  the  grain  coming  to  it  from  all 
its  locals,  selling  to  flour  mills  and  ex- 
porting to  foreign  countries.  It  returns 
to  the  locals  the  money  received  for  this 
grain,  less  the  cost  of  doing  business. 

NPGG  in  its  turn  is.  a  member  of 
Producers  Export  Company.  This  na- 
tional cooperative,  formed  in  1958, 
handles  export  sales  for  22  regional 
cooperatives  throughout  the  country.  In 
1959  it  sold  more  than  30  million  bushels 
of  grain  abroad,  a  portion  of  it  from  this 
Pacific  Northwest  area.  Most  of  the 
Pacific  Northwest  area's  grain  moves 
out  to  buyers  in  the  Orient. 

The  accompanying  figure  1  shows 
the  general  organization  structure  in- 
volved in  handling  grain  through  these 
various  associations. 

The  locals  who  are  members  of 
NPGG  elect  its  directors  and  PGG  has 
two  representatives  on  its  board  of  di- 


rectors. The  board  of  Producers  Export 
in  turn  is  made  up  of  men  from  the  re- 
gionals  and  NPGG  has  a  member  on  it 
who  also  serves  on  Producers'  executive 
committee. 

Pacific  Cooperatives 

In  1934,  PGG  joined  with  nine  other 
local  petroleum  supply  cooperatives  to 
form  Pacific  Supply  Cooperative,  now 
known  as  Pacific  Cooperatives,  with 
headquarters  in  Walla  Walla,  Wash.  By 
1960,  Pacific  Cooperatives  had  120 
local  member  cooperatives  in  Washington, 
Oregon,  Idaho,  Wyoming,  and  Utah. 

Through  this  regional  PGG  gets  most 
of  the  supplies  it  handles  for  its  mem- 
bers --  its  petroleum,  fertilizer,  seed, 
and  miscellaneous  supplies. 

It  originally  invested  $100  for  mem- 
bership, the  only  cash  ever  invested. 
But  from  1934  to  1959,  PGG  received 
over  $90,  000  in  cash  patronage  refunds 
from     Pacific     and     now     holds      over 
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1  penqle 


One    of   its    grain    tankers    is    shown    leaving    the    general    area    of    the  PGG  complex.         The    pay  load  ca- 
pacity   of    this    semi-rig    is   40,000   pounds.       The    building   and    the    truck   show   the    insignias    of  both 

the    local    and    the   regional . 


$291,000  investments  in  it  in  the  form 
of  retained  patronage  refunds. 

Pacific  likewise  has  joined  with 
other  regional  associations  to  form 
National  Cooperatives,  Inc.  ,  a  national 
buying  organization  for  farm  supplies, 
and  to  form  Central  Farmers  Fertilizer 
Company,  a  nationwide  fertilizer  manu- 
facturing and  distributing  cooperative. 

Here  again,  as  shown  by  figure  2, 
control  rests  back  at  the  farm.  Mem- 
bers of  PGG  elect  directors  to  operate 
the  local  cooperative.  PGG  then  has 
area  representation  on  Pacific's  board, 


and     Pacific     has     representatives     on 
boards  of  both  national  cooperatives. 

In  recent  years,  the  Pendleton  coop- 
erative has  begun  to  use  the  "Circle  P" 
trademark  that  identifies  products  and 
local  members  of  Pacific  Cooperatives. 
PGG's  headquarters  office  and  all  of  its 
trucks  and  other  equipment  bear  both 
the  symbol  and  the  red,  white,  blue  and 
charcoal  colors  that  identify  it  as  a 
member  of  the  Pacific  family  of  cooper- 
atives. Also  prominently  featured  on 
the  headquarters  office  is  the  red  stylized 
PGG  trademark,  but  it  is  integrated 
with  the  "Circle  P.  " 


Grain  Marketing  the  Base 


Basic  in  the  operations  of  Pendleton 
Grain  Growers  is  its  grain  business.  It 
markets  wheat,  oats,  barley,  peas,  and 
corn  for  members  --  with  the  bulk  of 
this  business  wheat  and  barley. 

As  mentioned,  its  charter  members 
were     wheat     producers.        From     the 


530,  000  bushels  of  grain  marketed  for 
80  members  in  1930,  the  grain  part  of 
the  business  grew  steadily  until  in  1959 
the  cooperative  marketed  and  warehoused 
a  record  6  million  bushels  of  wheat  and 
barley.  About  5.2  million  bushels  of 
this  grain  moved  out  to  commercial  and 
foreign  buyers.    PGG  also  bought  800,  000 
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bushels  of  home  grown  grains  to  use  in 
its  feed  manufacture,  40  percent  more 
than  the  previous  year. 

PGG  has  developed  an  integrated  and 
diversified  system  for  its  grain  enter- 
prise, just  as  it  has  for  its  operations 
in  total.  This  involves  marketing,  feed 
manufacturing,  transportation,  and 
storage. 

It  has  built  this  grain  program  on  the 
foundation  of  trying  to  give  the  farmer 
the  service  he  needs  -  one  adapted  to  this 
particular  grain  environment. 

Over  the  years  the  grain  farmers 
have  benefited  in  several  ways  from 
PGG  operations  --  better  prices,  better 
markets  and  outlets,  lower  transporta- 
tion charges,  and  more  convenience  in 
elevator  locations. 

Elevator  System 

As  one  example,  of  these  services, 
the  cooperative  has  been  working  toward 
spotting  its  local  elevators  close  to  the 
individual  ranchers  for  their  convenience 
during  the  rush  harvest  season.  Goal 
is  for  a  rancher  to  drive  not  more  than 
5  miles  to  a  local  elevator. 

This  means  some  elevators  are  out 
in  the  country  butwithgood  road  access, 
of  course.  This  is  a  reversal  of  the  way 
elevators  grow  up  in  country  towns  in 
most  areas.  However  14  PGG  elevators 
are  on  railroad  lines  and  4  are  on  main 
highways.  These  country  elevators  are 
high-speed  and  handle  as  many  as  200 
farm  truckloads  a  day,  with  total  bushels 
received  as  high  as  30,  000  a  day. 

The  cooperative  now  has  18  grain 
elevators  over  the  county.  These  store 
about  7  million  bushels  at  one  time. 
This  is  the  first  cooperative  stop  for  the 
grain. 


Rew  elevator    stands    out    like     a     sentinel    on 
the   highway   west    of  Pendleton .        Not    served 
by    rail,   it  is    typical  of  some  PGG   elevators. 
Its   capacity   is   225,000   bushels. 


"Black  Pot"  Storage 

In  addition  to  the  country  point  ele- 
vators, PGG  has  supplemental  storage 
space  just  out  of  Pendleton  that  will 
hold  1  3/4  million  bushels.  Known  as 
the  "Black  Pot,"  this  facility  has  proved 
an  ingenious  way  of  getting  storage 
space  for  overflow  from  the  local  country 
point  elevators  at  a  low  cost. 

In  1955,  the  cooperative  first  con- 
verted an  unused  diesel  fuel  tank  on  an 
abandoned  rail  spur  so  it  could  handle 
three- fourths  of  a  million  bushels  of 
grain.  This  involved  considerable 
trouble  in  removing  the  old  fuel  sludge 
from  the  tank.  The  cooperative's  em- 
ployees finally  worked  out  a  way  to  do 
this   by    using   its    wheat  t augers,     and 
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The    "Black  Pot"   storage     pit     has   a   capacity     of    1   3/4   million   bushels     of    grain.         This   pit    is   a 
converted   fuel    tank  the  railroad  had  used  and  is  now  leasing    to  PGG  for  supplemental   grain   storage. 


helped  a  contractor  take  the  sludge  out 
and  bury  it.  The  contractor  cleaned  the 
tank  so  it  could  be  used  for  grain 
storage.  The  climate  in  this  area  pre- 
sents no  serious  moisture  problem; 
however,  the  facility  is  equipped  with 
aeration  machinery. 

The  cooperative  then  amplified  this 
storage  space  by  another  million  bushels 
by  putting  a  roof  from  the  tank  to  the 
concrete  retaining  walls.  The  original 
purpose  of  these  walls  was  to  keep  fuel 
oil  from  spreading  over  the  countryside 
in  case  the  tank  itself  was  ever  damaged. 

Elevator  conveyors  move  the  grain 
into  this  facility  and  gravity  conveyors 
carry  grain  out  of  it.  The  grain  can 
then  be  moved  out  either  by  truck  or 
rail. 

This  Black  Pot  storage  acted  as  a 
safety  valve  to  let  PGG  shuffle  about 
900,000  bushels  of  grain  out  of  country 
elevators  during  the  peak  harvest  season 
in  1959.  The  cooperative  moved  a  total 
of  2  million  bushels  while  the  harvest 
was  in  full  swing.     Most  of  this  shuffling 


is  done  with  PGG  grain  trucks  that  haul 
600  to  800  bushels  a  trip. 

Transporting  Grain 

PGG    moves    grain   by   truck,    rail, 
and  barge. 

It  has  its  own  grain  trucks,  5  of  them, 
to  speed  shipments  from  the  local  ele- 
vator stations  direct  to  terminal  or  sub- 
terminal  markets,  to  barge  points  on 
the  Columbia  River  for  moving  down  to 
Portland,  or  to  the  Black  Pot. 

The  grain  trucks  of  PGG  differ  from 
those  in  Midwest  areas.  Many  have 
covered  hopper  tanks  so  grain  goes  in  at 
the  top  and  comes  out  at  the  bottom. 
These  are  handy  to  load  or  unload  at 
elevators  where  they  are  driven  in  over 
a  grating  containing  hopper  scales. 
Some  of  these  can  carry  15  to  20  tons  of 
grain  with  the  trailers  attached.  PGG 
contracts  with  local  haulers  at  peak  sea- 
sons and  leases  up  to  8  additional  trucks. 

PGG  has  its  own  barge  loading  facili- 
ties   at    Umatilla,    Oreg.      Trucks  shift 
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the  grain  here  from  either  local  or 
storage  elevators.  Then  the  grain 
moves  down  the  Columbia  River  to 
Portland  outlets. 

This  cheaper  water  transportation 
has  meant  a  lot  of  added  savings  for 
members,  both  from  the  lower  barge 
rates  and  from  ensuing  reductions  in 
rail  rates  that  have  totaled  about  25  per- 
cent since  the  barge  competition  came  in. 

These  wheat  barges  can  move  back 
upstream  with  petroleum  and  other 
products.  This  also  helps  reduce 
transportation  costs,  since  the  barges 
can  carry  payloads  both  ways  and  thus 
reduce  their  charges  to  the  cooperative. 

PGG  hires  barges  as  it  needs  them 
to  move  grain  out  of  local  storage  and 
on  to  market.  It  moved  about  4  million 
bushels  by  barge  last  year.  The  barges 
proved  particularly  helpful  during  har- 
vest season  as  they  carried  almost  half 


the  2  million  bushels  moved  out  by  the 
cooperative  during  the  peak  period  in 
July  1959.  Because  these  barge  ship- 
ments move  grain  out  to  terminals 
rapidly  in  peak  harvest  season,  PGG 
does  not  require  as  much  storage  space 
as  it  would  otherwise. 

Market  Outlets 

By  means  of  a  Federal  licensed 
warehouse  receipt,  the  grower  retains 
title  to  the  grain  commodity  he  has 
stored  at  the  cooperative  facility  until 
he  decides  to  sell.  PGG  then  buys  grain 
from  its  members  on  a  day-to-day  mar- 
keting basis. 

Upon  purchase,  PGG  pays  for  the 
grain.  It  then  merchandises  or  sells 
this  grain  to  either  its  feed  mill  divi- 
sion —  this  uses  about  13  percent  of 
the  local  grain  purchases  --or  sells 
the  grain  to  terminal  merchants  or 
exporters. 


One    of   the   grain    trucks  in  the   PCX}   fleet.    This   unit   can  haul   a   pay  load  of  46,000   pounds    of  nearly 
any   commodity .       The    beds    on   both    the    truck   and    trailer    can   be    raised  by   hydraulic    hoist. 
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A    PGG     truck  dumping    feed  grain     at     the    old  Hermiston    feed  mill   receiving  pit.         This    type    truck 
with   its    own    truck  and   trailer   hoist   has   proved  valuable   in  different   hauling   jobs.        PGG  .trucks 

are   equipped  with  2-way  radios. 


Grain  is  shipped  to  the  buyer  by 
rail,  truck,  or  barge.  Presently  about 
90  percent  of  the  volume  goes  by  barge 
for  ultimate  export. 


The  regional,  North  Pacific  Grain 
Growers,  handles  30  to  40  percent  of 
Pendleton  Grain  Growers  volume.  (See 
page    8. ) 


Feed  Now  Big  Grain  Outlet 


The  feed  business  of  PGG  has  been 
a  fast  growing  operation  in  the  past 
decade.  The  cooperative  did  a  small 
volume  of  feed  business  before  the 
fifties  by  handling  a  commercial  feed 
company's  line  of  mixed  feeds  and 
supplements. 

But  in  1949,  members  of  a  small 
feed  cooperative  in  Hermiston,  Oreg. , 
asked  PGG  to  take  over  their  mill  and 
operations.     Since  then  PGG's  feed  busi- 


ness has  grown  from  $200,  000  to  over 
$3  million  annually  and  the  cooperative 
was  the  biggest  feed  supplier  in  eastern 
Oregon  in  1960.  Feed  ranked  next  to 
first-place  grain  in  the  cooperatives' 
volume  of  business  in  the  1959  annual 
report. 

Aim  of  the  cooperative  in  all  its  feed 
operations  is  to  get  a  high  quality  feed 
for  members  at  the  lowest  possible 
price. 
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Table  5.  -  Five-year    tonnage  comparisons   at    the  Hermiston  mill  of  Pendleton  Grain  Grow- 
ers,   1955-59 


Type   of   feed 

1955 

1956 

1957 

1958 

1959 

Tons 

Total   volume 

12,850 

16,566 

17 , 947 
Percent 

25,483 

32,088 

Cattle    and   sheep   feeds 

(mixed   feeds    only) 

81 

76 

59 

64 

62 

Hog   feed    (mixed   feeds   only) 

2 

3.7 

13 

21 

19.5 

Turkey    feeds    (mixed    feeds   only) 

1.5 

11 

18 

10 

6 

Other  poultry  feeds  (mixed 

feeds  only) 
Miscellaneous  (mixed 

feeds  only) 
Pre-mix  for  Feedville 

Total 

Proportion   by    type   of   feed1 
Bulk 
Pellets,    cubes   and   kibbled 


14.5 

1 

0 


9 

0.3 
0 


100 


100 


2 
0 

100 


1 
o 


100 


1.25 
8.25 


100 


22 

45 

56 

62 

74 

52 

70 

74 

85 

70.5 

Percentage  breakdowns  of  bulk,  and  pellet  are  overlapping. 


At  its  new  Feedville  site,  the  coop- 
erative has  a  milling  plant  capable  of 
mixing,  blending,  and  processing  all 
types  of  local  grains  and  forages.  These 
facilities  can  deliver  custom  mixes  in 
loose  form,  mash,  pellets  or  wafers. 

Closely  Integrated 

The  feed  business  is  closely  linked 
to  other  enterprises  of  the  members 
and  of  the  cooperative  itself  --  first  as 
a  market  outlet  for  locally  produced 
grain  used  in  feed  mixes  and  second  as 
a  feed  source  for  livestock  and  poultry 
producers.  It  is  also  a  source  of  feed 
for  the  affiliated  ranch  operation  that 
used  3,500  tons  of  the  cooperative's 
feed  last  year. 

In  1959  PGG  used  over  800,000 
bushels  of  local  grain  in  its  feed  mills. 


Feedville  --  site  of  the  new  million  dollar 
feed  mill  standing  tall  against  the  sky, 
This  feed  mill  forms  the  backbone  for  this 
new  425-acre  "agri- industrial  site"  of  the 
Pendleton  cooperat ive ,  and  is  located  three 
miles    south    of  Hermiston ,    Oreg. 
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Members  also  brought  in  large  quan- 
tities of  grain  produced  on  their  ranches 
to  have  the  cooperative  custom  mix  it 
with  added  supplements.  The  tabulation 
gives  the  breakdown  of  the  actual  grain 
purchased  in  tons  for  feed  mill  use  in 
1959.  Farmer  grain  that  was  custom 
mixed  is  not  included. 


Grain 


Tons 


Barley 

13,935 

Corn 

1,484 

Oats 

624 

Wheat 

197 

Peas 

586 

In  performing  its  various  feed  serv- 
ices for  members,  this  cooperative 
shipped  the  highest  tonnage  of  feed  and 
supplements  from  a  major  feed  company 
for  its  Pacific  Northwest  division  . . . 
5,000  tons  in  1959.  As  a  matter  of  fact, 
PGG  won  that  company's  yearly  award  for 
highest  tonnage  in  the  region,  even 
though  it  primarily  used  only  the  feed 
company's  supplements  to  add  to  the 
local  grain. 

PGG  has  aimed  an  educational  pro- 
gram toward  getting  more  of  its  mem- 
bers' grain  used  to  feed  livestock  and 
poultry.  This  is  discussed  in  more 
detail  beginning  on  page  19  under  the 
section  on  the  Federated  Livestock  Cor- 
poration. 

New  Feed  Mill 

Indication  of  the  scope  of  the  feed 
activity  is  its  new  million  dollar  feed 
mill,  opened  in  the  spring  of  1960. 

The  association  placed  the  new  mill 
in  the  heart  of  its  grain  producing  area 
so  it  could  have  an  ample  supply  of 
local  grain.  It  also  centered  it  as  con- 
veniently as  possible  for  distribution  by 


the  cooperative  trucks  to  members  or 
for  pickup  by  them.  Most  of  the  larger 
feeders  are  within  10  to  15  miles  of 
the  mill,  but  it  supplies  some  feed 
within  a  radius  of  50  miles. 

The  site  is  about  two  miles  out  of 
Hermiston  on  a  425- acre  tract  that  the 
cooperative  bought  and  christened 
Feedville.  PGG  bought  this  large  an 
acreage  so  it  would  have  room  to  expand 
into  other  related  activities  later  and 
still  have  the  efficiency  of  one  loca- 
tion. 

The  new  mill  is  220  feet  tall,  with 
8  stories.  Its  capacity  is  160  tons  of 
finished  and  pelleted  feed  for  each 
eight-hour  shift--  enough  to  give  feeders 
price  advantages  of  volume  and  size. 
It  is  also  flexible  enough  to  give  mem- 
bers the  kind  of  feed  they  need  --  bulk, 
pellets,  crumbles,  or  hay  wafers. 

Before  the  new  mill  opened,  the 
association  was  running  its  old  mill  in 
Hermiston  on  a  24- hour  shift  to  turn  out 
107  tons  a  day  on  an  average  even  though 
it  was  originally  designed  to  produce 
only  50  tons  a  day  (table  5). 

The  new  mill  is  batch-type  with  a 
completely  automatic  mixing  system. 
As  mentioned,  it  can  turn  out  20  tons  of 
finished  and  pelleted  feed  an  hour,  but 
engineers  provided  space  so  output  can 
be  increased  to  30  tons  an  hour  later  if 
needed. 

It  has  molasses  mixing  and  other 
up-to-date  equipment  needed  for  a  push- 
button mixing  operation.  It  provides 
complete  grain  receiving  and  handling, 
with  135,000  bushels  of  small  grain 
storage  included.  The  $30,000  corn 
dryer  can  handle  600  bushels  an  hour, 
a  service  needed  in  this  area  both  by 
individual  members  and  for  feed  produc- 
tion. 
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Hay   wafers     at     the    ranch   of  Federated  Livestock  Corporat ion     are    handled    the     easy    way   with    this 
dump   bucket.      PGG  pioneered  and  deve loped    these   wafers. 


A  complete  road  system  connects 
various  points  on  the  mill  site  so  trucks 
can  bring  ingredients  in  and  take  sup- 
plies out.  A  railroad  spur  also  serves 
it. 

PGG  has  4  large  bulk  feed  trucks  -- 
capacity  of  5  to  12  tons  each-- to  deliver 
feed  from  the  mill  direct  to  ranchers 
who  want  this  service.  Other  feeders 
can  pick  up  their  own  feed  in  whatever 
form  they  prefer.  They  have  found  bulk 
feed  costs  them  about  $3.40  a  ton  less 
than  sacked  feed,  and  also  cuts  down  on 
labor  for  handling  both  at  the  plant  and 
on  the  farms. 

As  mentioned,  feeders  also  bring  in 
grain  from  their  ranches  and  have  it 
ground  and  custom  mixed  at  the  mill 
with  supplements  added  to  give  the 
quality  feed  they  need. 

Testing  Hay  Wafers 

At  the  mill  site  is  an  interesting  feed 
development  --a  new  machine  turning 
out  compressed  hay  wafers  of   coarse, 


chopped  hay  or  straw,  grain,  and  supple- 
ments. PGG  has  the  first  machine 
developed  specifically  to  compress  this 
new  and  still  experimental  feed. 

The  machine  is  an  outgrowth  of  close 
cooperation  between  PGG,  the  machinery 
manufacturer,  a  trucking  company,  and 
Oregon  State  College. 

PGG  had  the  original  idea  for  such  a 
hay  bun  or  wafer.  The  trucking  company 
became  actively  interested  because  of 
potential  transportation  savings.  The 
manufacturer  had  the  rights  to  the  basic 
machine  from  which  the  wafer  model 
was  constructed  —  one  that  made  fuel 
briquets.  And  Oregon  State  College  and 
the  cooperative  took  part  in  controlled 
feeding  tests  of  the  wafers. 

PGG  first  set  up  a  pilot  hay  wafer 
plant  in  1957  at  a  big  feeder's  ranch  to 
use  his  modern  hay  chopping  equipment 
during  the  test  period.  In  the  next  two 
months  it  made  the  wafers  there  and 
started  feeding  them  to  Federated  Live- 
stock   Corporation's     cattle.       It     also 
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exported  some  wafers  to  dairy  people  in 
Hawaii  for  transportation  and  feeding 
tests. 

After  this  testing  period  showed  pos- 
sibilities, the  manufacturer  made  a  few 
production  models.  PGG  now  has  one 
of  these  as  a  part  of  its  forage  mill 
located  adjacent  to  the  new  feed  mill. 
Also  at  the  Feedville  site  are  large 
storage  sheds  for  hay  and  straw  for  the 
forage  mill.  These  raw  products  are 
purchased  from  farms  in  the  area. 

Open  Pricing  Policy 

PGG  emphasizes  its  use  of  an  open 
pricing  policy  on  feed.  This  is  akin  to 
its  open  formula  policy  that  lets  mem- 
bers know  the  proportion  and  kind  of  all 
ingredients  going  into  a  feed. 


formulas  as  long  as  they  stay  within  a 
reasonable  category  of  raw  products 
and  concentrate  inventories  carried  in 
regular  stock.  In  general  PGG  relies 
on  a  large  major  feed  company  for  pre- 
mixed  concentrates  to  simplify  formula- 
tions, inventory,  and  quality  control. 

PGG  serves  a  number  of  large  feed- 
ers usingfrom  500  to  10,  000  tons  a  year. 
For  example,  here  are  listed  some  of  the 
kinds  of  accounts  the  cooperative  serves. 


Type  of  account 

Large  commercial  cattle  lot 

Cattle  and.  sheep  feeder 

Cattle,  hog,  and  turkey  feeder 

Turkey  farm 

Medium  sized  hog  farm 

Large  scale  broiler  farm 


Tons 
a  year 

10,000 

4,000 

3,000 

1,200 

600 

500 


Any  member  can  come  in  to  this 
cooperative  and  get  the  costs  for  the 
various  ingredients  used  in  mixing  feed, 
how  much  markup  was  added  to  cover 
handling  expenses,  and  how  much  he 
paid  for  processing  if  he's  using  the  cus- 
tom mixing  service. 

The  feed  division  reprices  its  prod- 
ucts once  a  month  on  the  basis  of  current 
market  prices. 

The  cooperative  also  adjusts  prices 
on  a  volume  basis  --  for  example, 
giving  a  lower  price  for  a  truckload  of 
feed  than  for  a  small  lot.  Reason  for 
volume  pricing  is  that  a  full  5-ton  truck- 
load  can  move  out  to  a  ranch  as  cheaply 
as  a  partial  load. 

In  effect,  PGG  sells  direct  to  mem- 
ber-feeders on  a  wholesale  truckload 
basis,  with  a  5-ton  truckload  as  the 
minimum  order  scheduled  and  placed 
one  day  in  advance. 

Feeders  may  use  their  own  custom 


PGG  aims  to  hold  these  large,  me- 
dium, and  small  businesses  by  combin- 
ing volume  pricing,  custom  mixing,  and 
up-to-date  methods. 

Good   Merchandising 

After  mixing  its  feed,  PGG  works 
actively  at  merchandising  it.  Much  of 
this  merchandising  takes  on  an  educa- 
tional aspect,  as  it  is  often  done  with 
groups  and  in  cooperative  meetings. 

Its  feed  salesmen  and  mill  employees 
attend  schools  sponsored  by  the  feed 
company  from  which  supplements  are 
purchased.  The  feed  company  furnish- 
ing supplements  helps  with  floor  displays 
and  other  selling  devices. 

Several  of  its  employees  have  college 
backgrounds  geared  especially  for  feed 
business  —  degrees  in  animal  nutrition 
and  the  like. 

PGG  employs  two  field  servicemen  to 
work  on  the  ranches  full  time,  checking 
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on  feeding  results  and  advising  on  feed- 
ing and  livestock  management.  This 
program  provides  the  individual  farmer- 
feeder  with  the  tools  so  he  can  be  com- 
petitive in  the  animal  game  and  still 
stay  an  independent  operator- owner. 

One  interesting  merchandising  device 
is  the  use  of  photographs  on  a  bulletin 
board  at  the  Hermiston  mill  office.  One 
of  its  field  salesmen  takes  pictures  of 
ranchers  and  their  feeding  enterprises. 
These  may  show  livestock  with  good 
gains,  good  feeding  practices,  facilities, 
and  the  like.  The  bulletin  board  has 
proved  effective  in  member  relations 
promotion  as  well  as  in  feed  merchan- 
dising. 


Members  can  also  get  an  analysis  of 
their  feed  or  grain  at  the  research 
laboratory  described  in  more  detail  on 
page  27. 

For  years,  grain  and  hay  for  live- 
stock feed  has  been  sold  usually  on  a 
"look- see"  basis  . .  if  it  looked  good  to 
the  buyer,  it  was  sold. 

With  lowered  net  margins,  the  feeder 
needs  to  know  and  to  try  to  control  as 
many  factors  influencing  his  operations 
as  possible.  With  grain  and  feed  anal- 
ysis made  available  by  the  PGG  Labor- 
atory, he  can  now  buy  and  sell  on  an 
analysis  basis,  paying  by  percent  protein 
or  whatever  nutrient  he  is  looking  for. 


Ranch  a  Spur  to  Feeding 


Pendleton  Grain  Growers  took  the 
initiative  in  an  interesting  development  — 
one  designed  to  help  diversify  and  inte- 


grate the  agriculture  of  this  region 
through  bigger  livestock  and  poultry 
enterprises. 


Ranch  of  Federated  Livestock  Corporation ,  a  subsidiary  of  PGG ,  is  located  in  the  west  end  of 
Umatilla  County.  This  view  of  the  demonstration  ranch  shows  the  feedlots  in  the  foreground ,  the  far- 
rowing and  growing   houses  for  hogs    in    the   background ,  and  bulk    feed   tanks    located  at    right,    center. 
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Through  its  leadership,  the  Federated 
Livestock  Corporation  was  formed  as  a 
subsidiary  organization  in  April  1955. 
PGG  owns  the  voting  stock,  provides 
general  management  service,  and  coop- 
erates in  other  ways. 

Federated  operates  a  demonstration 
ranch  that  in  1959  fed  out  1,200  beef 
cattle,  2,  500  hogs,  and  30,  000  turkeys. 
As  a  part  of  this  operation  it  also 
carried  5,000  laying  turkey  hens  and 
ran  a  180- sow  unit.  In  addition  it 
raised  120  acres  of  alfalfa,  grass,  and 
some  corn  in  rotation. 

Purpose  of  Federated 

Main  purpose  of  Federated  has  been 
to  serve  as  a  demonstration  unit  to  do 
these  three  things: 

1.  Prove  the  sound  economics  of  a 
livestock  feeding  industry. 

2.  Encourage  individual  feeder  de- 
velopment in  Eastern  Oregon. 

3.  Act  as  a  catalytic  agent  in  further 
development  of  livestock  feeding  as  a 
market  outlet  for  local  grain,  thus  help- 
ing solve  economic  problems  in  the 
Pacific  Northwest. 

James  Hill,  Jr.  ,  General  Manager  of 
Pendleton  Grain  Growers,  explained  the 
program  of  Federated  like  this: 

"We've  been  wondering  just  what  the 
future  is  for  our  land  out  here.  We 
have  to  produce  grain  as  this  is  mostly 
dry  land  farming  country.  But  we  want 
to  'walk  much  more  of  our  grain  to 
market'  in  livestock  for  several  rea- 
sons.   Among  them  are  the  following: 

"We  don't  think  it's  a  good  idea  to  be 
entirely  dependent  on  price  for  grain 
under  today's  market  conditions. 


"Grain  turned  into  meat  or  poultry 
normally  gives  the  producer  a  bigger 
return  and  adds  substantial  new  economic 
activity  to  our  area. 

"We're  in  a  deficit  livestock  pro- 
ducing area,  but  one  with  a  fast  growing 
population.  It  doesn't  make  sense  to 
us  to  ship  out  the  grain  to  other  areas, 
then  ship  it  back  in  the  form  of  processed 
meat  and  poultry.  That  means  paying 
transportation  and  other  handling  charges 
both  ways. 

"The  problems  economic  integration 
is  bringing  farmers  also  enter  into  our 
thinking.  We  firmly  believe  farmers 
and  ranchers  can  run  their  own  show  and 
we  are  looking  for  ways  to  help  them  get 
an  even  break  and  steer  clear  of  com- 
plete domination  by  other  integrators. " 

Research  Showed  Possibilities 

Before  establishing  Federated  Live- 
stock Corporation,  PGG  personnel  made 
thorough  studies  of  the  potentials  for 
animal  feeding.  Among  other  things, 
these  studies  came  up  with  the  following 
facts  and  conclusions: 

1.  The  farmer  and  his  community 
get  more  of  the  consumer's  retail  food 
dollar  when  the  farmer  produces,  fattens, 
and  markets  meat  animals  as  compared 
to  producing  and  selling  cash  grain 
crops. 

2.  The  Pacific  Coast  has  10  percent 
of  the  Nation's  population,  but  pro- 
duces only  6  percent  of  the  Nation's 
meat. 

3.  The  Pacific  Slope  states  import 
80  percent  of  the  pork  consumed.  If 
this  pork  were  produced  on  the  Pacific 
Coast,  it  could  use  up  to  100  million 
bushels  of  Pacific  Northwest  wheat  a 
year. 
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Table  6.  -  Grain  used  annually   in  Hermiston  mill   of  Pendleton  Grain  Growers,    1955-59 


Kind 

1955 

1956 

1957 

1958 

1959 

Tons 

Barley 

4,982 

8,991 

9,996 

11,652 

13,935 

Corn 

653 

606 

583 

944 

1,484 

Oats 

721 

715 

634 

883 

624 

Wheat 

516 

399 

345 

354 

197 

Peas 

586 

Mixed  grains    (barley 

and   rye) 

3,000 

4.  The  Pacific  Slope  states  are 
also  a  deficit  area  in  production  of  beef, 
sheep,  poultry,  and  eggs.  Future  rapid 
population  growth  in  this  area  should 
mean  a  stable  expanding  market  for 
livestock  and  livestock  products. 

5.  Umatilla  County  and  adjacent 
areas  have  all  the  necessary  require- 
ments —  livestock,  climate,  grain, 
grass,  chaff,  silage,  hay,  and  stock- 
men --to  compete  with  other  areas  and 
support  all  phases  of  further  livestock 
development.  As  one  example,  there 
are  now  plenty  of  beef  feeder  stock  in 
surrounding  range  land.  In  1958 
Umatilla  County  had  some  28,000  beef 
cows  two  years  old  or  older,  and  fed 
out  about  25,000  steers  and  heifers 
within  a  radius  of  35  miles. 

How  Corporation  Formed 

As  mentioned,  PGG  did  most  of  the 
research  on  prospects  for  a  feeding  in- 
dustry expansion  in  the  area.  It  then 
invested  $30, 000  in  common  stock, 
drew  up  the  bylaws,  and  cleared  the 
charter  for  the  Federated  Livestock 
Corporation  with  the  State  Corporation 
Commissioner.  It  also  hired  the  em- 
ployees for  the  ranch. 


Individual  Oregon  ranchers  and  other 
interested  investors  purchased  partici- 
pating preferred  stock  at  $100  a  share. 
As  of  June  30,   1959,  129  investors  had 
bought  nearly  $143 ,  000  worth  of  this  stock. 

Goals  for  Grain  Use.  -  Long  range 
goal  of  the  overall  educational  program 
of  PGG  is  to  use  at  least  half  the  grain 
produced  in  Umatilla  County  as  feed. 
Progress  is  being  made.  The  number  of 
bushels  of  grain  the  Hermiston  feed  mill 
used  increased  from  the  293,  000  bushels 
in  1955  to  the  nearly  800,000  bushels  in 
1959.  (See  table  6  for  breakdown  by 
kinds  of  grain  on  a  tonnage  basis. )  And 
the  county's  total  grain  used  as  feed  in- 
creased from  500, 000  bushels  in  1955 
to  1  3/4  million  bushels  in  1959. 

Since  Umatilla  County  produced  about 
10  million  bushels  of  grain  in  1959,  half 
that  would  be  5  million  bushels.  The 
cooperative  ,  hopes  that  over  the  next 
decade  feeding  can  be  stimulated  to  use 
the  additional  3  1/4  million  bushels  -- 
if  total  grain  production  remains  about 
the  same  or  near  10  million  bushels. 

Livestock  and  turkey  numbers  are 
moving  up  in  the  county,  as  the  accom- 
panying tabulation  shows. 


21 


Umatilla   County 


Hogs 

Turkey 

Year 

Cattle    Fed 

Marketed 

Marketed 

1954 

6,500 

6,500 

78,000 

1955 

14,000 

10,500 

81,000 

1956 

23,000 

10,500 

73,000 

1957 

22,000 

12,500 

109,000 

1958 

24,500 

15,500 

135,000 

1959 

24,500 

21,500 

100,000 

Serves  as   Pilot 

Operation. 

-  One  of 

Federated' s  main  jobs  from  1956  through 
1959  has  been  to  serve  as  a  pilot  oper- 
ation for  members  and  others.  In  one 
recent  12- month  period,  more  than 
2,  000  visitors  toured  the  480-acre  ranch 
and  the  facilities  which  serve  as  the 
demonstration  unit.  However,  the  ranch 
management  recently  cut  down  on  the 
number  of  visitors,  as  this  was  taking 
too  much  time  away  from  the  business 
end  of  the  operations. 

The  ranch  actually  takes  up  where 
college  experiments  leave  off.  It  uses 
the  various  PGG  feeds  and  keeps  careful 
records  of  feeding  results.  Some  of 
the  experimental  feeding  with  the  hay 
wafers  went  on  here  to  supplement  the 
college  tests.  However,  in  the  main  the 
ranch  tries  to  use  good  sound  feeding 
practices  as  a  demonstration  and  en- 
couragement to  others. 

Feeds  Out  Cattle 

In  1959  the  ranch  fed  out  about  1,  200 
head  in  its  lots.  It  sold  these,  as  usual 
practice,  direct  to  packer  buyers  at  the 
best  price  obtainable.  Federated  bought 
the  feeder  stock,  usually  Angus  or 
Herefords,  from  surrounding  ranges  at 
about  400  to  700  pounds  and  fed  them  to 
about  900  to  1, 100  pounds.  It  took  from 
120  to  130  days  to  fatten  out  such  stock. 


3-Way  Hog  Program 


In  the  second  year  of  Federated' s 
operations,  it  started  emphasizing  de- 
velopment of  a  commercial  meat-type 
hog  breeding  and  feeding  operation.  It 
now  produces  its  own  breeding  and 
fattening  stock  on  the  ranch,  it  works 
with  hog  producers  under  a  Swine  Mar- 
keting Agreement,  and  it  has  a  unique 
lend-lease  program  to  get  breeding 
stock  to  ranchers  who  want  to  get  started 
in  the  hog  business. 

Breeding  and  Fattening 

By  1959,  the  hog  program  on  Feder- 
ated's  ranch  had  developed  into  two 
operations  --  a  fattening  and  finishing 
program  for  about  900  to  1,000  hogs  at 
a  time  and  a  herd  of  180  meat- type  sows 
to  help  develop  the  quantity  and  quality 
of  meat- type  stock  for  the  ranch  and  the 
producers  in  the  area. 


Steers  in  feedlot  at  Federated' s  ranch.  They 
get  local  roughages  and  grains  in  the  new 
hay  wafer  form.  This  feedlot  has  a  capacity 
of  500  head.  In  1959  the  ranch  fed  out 
about   1,200   cattle. 
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Federated' s  ranch  has  extensive  hog 
facilities  --a  permanent  farrowing  and 
growing  house  to  farrow  about  60  sows 
every  60  days  and  a  hard- surfaced 
fattening  and  finishing  area. 

When  it  went  into  hogs,  Federated 
had  to  go  out  and  find  the  best  com- 
mercial gilts  available  in  the  area.  It 
then  bought  good  boars  from  colleges  and 
breeders.  Result  has  been  a  quality 
3-way  meat-type  cross  from  their  own 
breeding  stock. 

The  sows  stay  in  dry  lots  while  being 
bred  and  during  gestation.  They  then 
move  into  the  farrowing  pens  and  stay 
until  their  pigs  are  7  to  10  days  old. 
The  sows  are  in  modern  farrowing 
crates  to  keep  them  from  injuring  the 
little  pigs. 

The  sows  have  been  averaging  about 
9  pigs  to  a  litter.  Herdsmen  notch  the 
ears  of  the  better  litters  with  different 
markings  so  they  can  decide  which  ones 
to  keep  for  breeding  stock.  They  also 
keep  careful  records  on  all  the  farrow- 
ing stock  and  their  offspring. 

After  the  7  or  10  days,  the  sows  and 
pigs  shift  to  outside  pens.  Pigs  that 
aren't  being  kept  for  breeding  stock 
move  to  a  fattening  area  when  they  are 
4  to  5  weeks  old.  Here  the  pigs  eat 
mostly  small  pellets  of  barley  and 
protein  supplement  until  they  reach 
market  size,  about  200  pounds. 

Swine  Marketing  Department 

The  next  step  after  producing  quality 
meat- type  hogs  was  t6  find  a  good  mar- 
ket for  them.  During  1958-59,  Federated 
worked  out  a  contract  marketing  deal 
with  a  nearby  packer.  To  broaden  this 
program  to  other  hog  producers  in  the 
county,  PGG  took  over  the  activity  in 
March  1959  by  setting  up  a  Swine  Mar- 


Meat- type  feeding  pigs  in  feeding  area  of 
Federated' s  ranch.  In  1959  this  ranch  fin- 
ished out  2,500  hogs.  It  marketed  these 
under  the  Swine  Market ing  Agreement  of  the 
cooperative . 

keting  Department  within   the    coopera- 
tive's framework. 


Federated  and  20  other  hog  producers 
who  were  members  of  PGG  marketed 
about  6,000  hogs  under  this  agreement 
in  eight  months  of  the  1959  fiscal  year 
that  the  agreement  was  in  effect.  These 
sales  had  a  total  value  of  $191,000. 
The  appendix  section  of  this  report 
carries  a  complete  copy  of  the  agree- 
ment which  includes  details  of  how  it 
operates. 


In   brief, 
highlights. 


however,     here    are    the 


The  hog  producers  under  this  agree- 
ment have  1  vote  for  each  200  head  of 
hogs  or  major  fraction  thereof  that  were 
marketed  the  previous  year.  Before 
producers  can  become  a  party  to  the 
agreement,  they  must  have  a  good-sized 
hog  enterprise.  Ordinarily  this  means 
a  minimum  of  at  least  200  hogs  going  to 
market  yearly. 
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The   7 -man    PGG    Swine  Marketing  Committee    fund  ions     to    help  pork  producers     find    better  markets . 
Pictured   left     to    right   are   Glenn  Larson,    Vern  Dale,    Jim  Kindall ,    Chet  Abrams,   Ronald  Hoe  ft,    and 

Kenneth  Peck.      Not    shown  are  Phil   Cohn   and  Ed  Hoeft. 


There  is  one  exception  to  this. 
Active  members  of  4-H  Clubs  or  Future 
Farmers  of  America  chapters  may  mar- 
ket their  swine  under  this  marketing 
agreement.  This  is  part  of  an  educa- 
tional program  to  build  interest  in  hogs 
among  the  future  farmers  of  the  area. 

The  producers  sign  an  agreement  to 
deliver  all  their  swine  for  marketing  by 
or  through  PGG  facilities  for  two  years. 
PGG  agrees  to  market  the  swine  in  the 
most  advantageous  way  for  the  pro- 
ducer, according  to  the  best  judgment 
of  a  7- man  committee  set  up  to  handle 
this  marketing.  Five  of  this  committee 
are  swine  producers  who  have  executed 
the  swine  marketing  agreement.  The 
other  two  are  appointed  by  PGG  from 
its  board  of  directors. 


This  committee's  main  function  is 
to  negotiate  sales  of  the  hogs.  It  also 
must  concur  in  selecting  a  manager  of 
the  Swine  Marketing  Department  by  the 
PGG  board  of  directors. 


The  ranchers  agree  to  produce  the 
kind  and  weight  of  hogs  the  packer  wants 
and  at  a  specified  delivery  time.  This 
gives  the  packer  a  steady  supply  for 
slaughter.  In  turn,  this  arrangement 
gives  the  producer  a  guaranteed  market 
and  an  assured  price  on  which  to  base 
his  operations. 

At  present  all  hogs  are  being  sold 
under  a  negotiated  formula  to  one  packer 
on  an  individual  carcass  grade  and  yield 
basis.  The  marketing  department  is 
shipping  about  200  hogs  a  week  under 
this  agreement. 

PGG  pays  producers  the  net  proceeds 
from  the  sale  of  the  swine,  less  the  fol- 
lowing deductions: 

1.  A  charge  of  not  to  exceed  $1  per 
head  of  swine  (other  than  sows  and  stags) 
marketed,  and  $1.50  per  sow  and  stag 
marketed. 

2.  Any  capital   retain   approved   by 
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two-thirds  of  the  votes  of  the  swine 
producers  in  the  program,  after  re- 
commendation by  two- thirds  of  the 
committee  and  approval  of  PGG's  board 
of  directors.  Such  retains  are  for  facil- 
ities and  operating  capital. 

3.  Freight  and  other  shipping  ex- 
penses. 

4.  Any  past-due  indebtedness  owed 
PGG  by  the  hog  producer,  including  any 
advances  with  interest. 

Lend-Lease  Program 

The  third  part  of  the  hog  operation 
is  the  lend-lease  program.  Good  meat- 
type  hog  breeding  stock  was  scarce  in 
the  area.  So  it  was  decided  to  encourage 
producers  to  go  into  the  hog  business  by 
lending  them  units  of  good  quality  breed- 
ing stock.  A  unit  is  10  sows  and  1  boar. 
They  can  keep  these  for  2  to  4  farrow- 
ings.  Federated  gets  one  80-pound  pig 
from  each  litter  and  then  gets  the 
breeding  units  back  after  the  farrowings. 
The  producer  keeps  all  the  other  pigs 
from  the  litters  for  his  own  breeding 
stock  and  as  market  hogs. 

To  insure  high  quality  litters,  Fed- 
erated decided  to  lease  purebred  boars 
that  have  been  production  tested  to  the 
producers. 

In  1959  Federated  had  400  sows  out 
to  15  ranchers.  The  ranchers  in  this 
program  have  a  formal  contract  with 
Federated  to  lease  these  breeding  units. 

In  addition  to  the  points  of  the  agree- 
ment already  mentioned,  the  producer 
agrees  to  pay  a  $3  service  fee  for  each 
animal  at  time  of  delivery .  These  animals 
remain  the  property  of  Federated  at  all 
times.  Ordinary  death  loss  is  the 
responsibility  of  Federated,  and  it 
agrees  to  pay  half  the  veterinary  costs 


on  the  basic  herd.  After  the  animals 
go  back  to  Federated,  it  usually  markets 
them  as  meat  animals. 

The  producer  then  has  the  choice  of 
receiving  new  lend-lease  stock  from 
Federated  or  selecting  his  own  breeding 
stock  from  the  litter  he  has  been  pro- 
ducing. 

PGG  has  assigned  a  fieldman  to  help 
ranchers  in  this  lend-lease  program. 
He  helps  set  up  proper  pens  and  housing, 
if  not  available,  and  gives  other  man- 
agement and  feeding  advice  if  requested. 
However,  the  producer  pretty  much 
runs  his  own  show  and  can  sell  when- 
ever he  likes. 

The  contract  doesn't  require  use  of 
PGG  feed  but  most  of  these  producers, 
as  members  of  the  cooperative,  do  use 
its  feed. 

In  particular,  a  number  of  the 
younger  farmers  and  others  without 
enough  capital  to  handle  large  invest- 
ments in  breeding  stock  have  reported 
finding     this     arrangement     helpful     in 


Member  Vern  Dale  and  his  wi  fe  got  their  start 
in  the  hog  business  through  the  lend-lease 
program  of  Federated .  Members  can  lease 
breeding  unit ,  keep  all  but  1  of  each  litter, 
and  then  return  the  sows  and  boar  to  Fed- 
erated  after    they   have    2    to  4    farrowings . 
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Some  of  the   hen  turkey   breeding    flock  around 
portable  nest ing  shelter    constructed  accord- 
ing    to    plans    provided     by     Washington   State 
University . 

starting  into  the  hog  business.  Actually 
producers  in  the  agreement  range  from 
dryland  wheat  ranchers  to  those  farming 
the  smaller  sized  irrigated  farms. 

Added  Turkey  Enterprise 

In  the  spring  of  1957,  Federated 
added  turkeys  to  its  ranch  operations 
for  these  purposes: 


1.  To  diversify  labor  and  facility 
use. 

2.  To  utilize  more  local  grain,  since 
each  turkey  would  use  up  1  1/2  bushels 
of  barley. 

3.  To  help  the  county  develop  more 
turkey  production. 

From  a  small  start,  this  part  of  the 
ranch  operation  has  grown  until  Fed- 
erated handled  30,  000  market  turkeys  in 
1959,  selling  under  Norbest  brand 
through  Oregon  Turkey  Growers,  Salem. 

It  also  kept  5,000  turkey  breeders 
for  the  1960  season.  Records  showed  a 
high  average  egg  production  --  70  to  a 
hen  annually,  and  a  high  fertility  rate. 

Federated  custom  hatches  enough 
eggs  to  produce  the  poults  it  wants  to 
handle.  It  sells  the  balance  on  the  com- 
mercial markets. 

The  ranch  has  modern  brooder  houses 
and  lets  the  turkeys  run  in  stockade  type 
pens. 

It  feeds  them  pelleted  barley  with  a 
protein  supplement  added.  It  can  get  a 
bird  ready  for  the  market  in  5  months. 


Other  Supplies  and  Services  Provided 


Members  of  Pendleton  Grain  Growers 
also  obtain  a  number  of  other  supplies 
and  services  through  it  --  fertilizer, 
petroleum  and  machinery,  analysis  of 
feed  and  soil  by  the  research  laboratory, 
and  other  miscellaneous  ones. 

Fertilizer  —  A  Complete  Service 

Pendleton    Grain     Growers    started 
handling  fertilizer  in  1945.     It  now  has 


a  complete  fertilizer  service  --  dry 
mixture  and  materials,  anhydrous  am- 
monia, aqua  ammonia,  and  other  solutions. 

Its  members  needed  this  service. 
And  since  it  began,  Umatilla  County  has 
shown  steadily  increasing  wheat  yields  -- 
for  example,  up  from  25  bushels  an  acre 
in  1949  to  40  bushels  in  1959.  Much  of 
this  increased  yield  can  be  traced  di- 
rectly to   wide   use   of   fertilizer   along 
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PGG  uses    these   22,000  pound  capacity  anhydrous   ammonia    trailers   as   portable   storage    tanks,    posi- 
tioning   them  at  a    central   point  in  the  county.    Trucks,    like    the    one  pictured ,    then    fill    the    field 

applicators    from   the    trai lers . 


with     herbicides      and     better     tillage 
practices. 

PGG  was  the  first  firm  in  the  Pacific 
Northwest  wheat  area  to  develop  the  use 
of  liquid  fertilizer.  It  went  into  this 
phase  of  the  fertilizer  business  in  1949. 

At  that  time  PGG  had  to  get  its 
anhydrous  ammonia  from  an  outside 
source  as  its  regional  —  Pacific  Coop- 
eratives --  hud  not  yet  developed  its  own 
source  of  supply.  Since  1958,  however, 
PGG  has  been  getting  its  fertilizer  from 
the  regional. 

Tests  show  that  use  of  nitrogen 
fertilizer  has  increased  wheat  yields  in 
this  region  from  25  to  30  percent.  PGG 
records  have  shown  about  $4  return  to 
farmers  for  every  $1  invested  in  this 
type  fertilizer.  And  it  has  some  cases 
on  file  where  ranchers'  returns  ran  as 
high  as  $6  additional  for  each  $1  in- 
vested. 

The  soil  testing  and  feed  analysis 
research  laboratory  also  plays  an  active 
part  in  the  fertilizer  business  of  the 
cooperative.  More  detailed  information 
on  this  laboratory  starts  on  this  page. 


Briefly,  it  helps  members  determine 
exactly  what  their  soils  need  for  the 
best  yields.  It  also  helps  them  save 
money  by  not  buying  unneeded  ingredients. 

Thus  the  fertilizer  business  of  the 
association  is  integrated  within  itself 
just  as  the  feed  business  is,  for  mem- 
bers get  all  types  of  fertilizer,  can  have 
it  delivered  direct  to  their  farms  or  can 
pick  it  up  at  a  branch  office,  and  can  use 
their  own  laboratory  to  determine  the 
most  efficient  type  of  fertilizer  to  use. 

And  as  mentioned,  Umatilla  County 
farmers  now  obtain  phosphate  fertilizers 
and  potash  that  are  cooperatively  pro- 
duced, manufactured  and  distributed 
from  mine  to  farm. 

Research  Laboratory 

PGG  has  the  largest  soil  and  feed 
analysis  research  laboratory  in  the 
Columbia  River  basin.  It  primarily 
serves  PGG  and  its  members,  but  also 
does  work  for  some  other  members  of 
Pacific  Cooperatives. 

The  history  of  this  activity  of  the 
cooperative  began  about  1949  —  the  year 
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The  Research  Laboratory     is     keyed    to  handle 
both     soil     and     feed    samples     for     analysis . 
This    laboratory     is     the    largest    of   its    type 
in    the   Columbia  River  Basin. 

anhydrous  ammonia  was  first  used  on 
wheat  land  here.  Increasing  use  of 
fertilizer  on  wheat  land  led  the  Umatilla 
County  ranchers  to  turn  to  their  cooper- 
ative to  help  them  get  maximum  returns 
from  their  fertilizer  investments. 

In  the  fall  of  1951,  the  management 
of  PGG  established  a  Soil  Service  De- 
partment to  help  determine  scientifically 
the  plant  food  needs  of  individual  fields. 
An  informal  advisory  group,  the  Soil 
Service  Steering  Committee,  helped  this 
new  department  develop  a  sound  ferti- 
lizer program.  The  committee  in- 
cluded the  county  agent  and  representa- 
tives from  the  State  extension  service 
and  the  experiment  station,  the  Soil 
Conservation  Service,  and  the  fertilizer 
industry. 

How  Soil  Tests  Made 

Result  of  this  joint  work  was  a  soils 
laboratory,    now    set   up    in   a    separate 


building  near  PGG  headquarters  in 
Pendleton.  In  its  first  year,  the  labor- 
atory tested  3,000  samples  for  100 
ranchers.  In  1959,  it  made  over  15,000 
tests  for  1,000  ranchers. 

This  laboratory  has  three  full-time 
employees  with  additional  seasonal  help. 
Its  annual  operating  budget  exceeds 
$30,000. 

On  request,  PGG  sends  out  trained 
samplers  with  specialized  tools  to  take 
as  many  soil  probes  as  needed  to  give 
an  accurate  average  of  the  field's  condi- 
tion. These  experienced  men  draw 
samples  from  each  foot  of  soil  to  full 
soil  depth  or  to  6  feet. 

These  tests  reveal  amount  of  total 
moisture  in  the  soil;  available  moisture; 
available  nitrogen,  both  nitrate  and 
ammonia;  and  other  available  plant  food. 
From  these  findings,  the  soil  service 
department  recommends  the  type  and 
quality  of  fertilizer  the  rancher  needs. 
Samples  of  the  reports  he  receives 
appear  in  the  appendix  on  page  51. 

PGG  recommends  that  samples 
should  be  taken  about  2  weeks  before 
fertilizing  for  each  crop.  Ordinarily  in 
about  a  week  the  rancher  gets  a  com- 
plete report  of  the  soil  test  with  recom- 
mendations for  types  and  amounts  of 
fertilizer  needed. 

Average  charges  run  about  15 
cents  an  acre,  but  they  vary  somewhat 
according  to  the  soil  depth  in  the 
field. 

In  the  beginning  the  laboratory  tested 
soil  only  for  nitrogen  lack.  But  it  soon 
started  finding  how  much  moisture  and 
available  moisture  was  present,  for 
research  had  shown  that  dry  soils 
should  have  less  fertilizer  than  wetter 
ones. 
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about  once  a  month  on  these  experimental 
plots  to  get  the  complete  crop  cycle  story. 
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Bud  Gassett ,  supervisor  of  the  Research  Labor- 
atory, here  empties  his  soil  auger  into  one 
of  the  sampling  cans.  Only  laboratory  sam- 
plers take  these  samples  from  the  members' 
fields . 

The  laboratory  now  also  looks  for 
sulphur,  phosphate,  and  other  plant 
food  lacks  in  the  area. 

As  part  of  its  services  to  members, 
this  PGG  laboratory  also  does  con- 
siderable research  work.  It  sets  up 
fertilizer  trial  plots  on  selected  ranches 
in  the  county  to  test  fertilizer  usage  on 
various  soil  types  and  under  different 
weather  conditions. 

This  is  particularly  important  be- 
cause Umatilla  County  has  a  wide  variety 
of  soils  and  climate  --  ranging  from 
light  textured  soil  with  an  annual  rainfall 
of  7  or  8  inches  in  the  west  to  heavy 
ones  with  25  or  more  inches  of  annual 
rainfall  in  the  extreme  eastern  Blue 
Mountain  region.  Soils  around  Pendleton 
are  predominantly  medium  silt  loam, 
with  the  average  annual  rainfall  12  to 
15  inches. 

The  laboratory  technicians  make 
tests   for   both   moisture    and    nitrogen 


As  an  example  of  its  work,  1959  re- 
search confirmed  that  lack  of  sulphur 
and  phosphorus  lowered  yields.  This 
finding  was  indicated  in  the  PGG  ferti- 
lizer trials  as  early  as  1953  and  had 
been  tested  since.  Actual  tests  showed 
that  using  a  combination  of  sulphur  with 
nitrogen  boosted  wheat  yields  on  one 
ranch  14  bushels  an  acre  over  the  check 
plots  without  the  sulphur.  In  this  case 
PGG  reported  sulphur  made  the  differ- 
ence between  a  net  loss  of  $3.  79  and  a 
net  profit  of  $13.  34  an  acre. 

Phosphorus  additions  are  also  show- 
ing some  good  results  on  wheat.  PGG 
fertilizer  trials  have  shown  the  nutrient 
needs  for  alfalfa  grown  in  the  area. 

Provides  Grain  and  Feed  Analysis 

The  PGG  laboratory  now  also  evalu- 
ates feeds  and  grain.  It  gives  a  complete 
analysis  for  moisture,  protein,  fat, 
crude  fiber,  ash  and  vitamin  A  on  all 
types  of  feeds  plus  pH  on  silages. 
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Bud    Gassett     shows      the     difference      between 
wheat     with     the     "normal"     amount     of     ferti- 
lizer,    and,      on     the     left,      with     the    tested 
amount    applied . 
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Basing  the  buying  and  selling  of  feeds 
on  actual  feeding  value  had  largely  been 
restricted  to  the  mixed  feed  trade  and 
feed  rations  had  usually  been  selected 
by  rule  of  thumb  or  costly  trial  and 
error  experience.  PGG  now  gives 
accurate  analyses  to  members. 

Samples  of  grain  or  feed  may  be  sent 
to  the  laboratory  at  any  time.  Only  a 
small  sample  is  necessary  --  about  a 
pound. 

Has  Rain  Gauge  Stations 

PGG  has  also  set  up  a  network  of 
rain  gauges  on  ranches  over  the  county 
to  supplement  research  data  from  the 
test  plots.  Other  businesses  in  the  area 
call  on  the  cooperative  for  this  rainfall 
data,  a  service  that  helps  it  maintain  its 
friendly  relations  in  the  community. 

Petroleum  Handled  Early 

Members  of  Pendleton  Grain  Growers 
also  get  a  complete   line    of   petroleum 
products   through  their    cooperative    -- 
gasoline,     diesel    fuels,     heating    oils, 
lubricating  oils,  and  grease  products. 


This  service  began  in  1934  and  volume 
now  runs  to  nearly  $1  million  yearly. 

PGG  keeps  6  tank  trucks  busy  de- 
livering fuels  direct  to  the  farm  tanks 
from  its  central  bulk  plants  in  Pendleton 
and  Hermiston.  It  handles  the  biggest 
portion  of  all  farm  deliveries  in  the 
county  and  was  one  of  the  first  locals  in 
that  area  to  start  direct-to-farm  delivery. 

It  also  has  service  stations  at 
Pendleton  and  Hermiston  for  some  retail 
business.  And  its  3  branch  offices  stock 
oil  and  grease  products. 

All  these  petroleum  products  now 
bear  the  "Circle  P"  brand  of  Pacific 
Cooperatives  (PC),  the  regional  cooper- 
ative of  which  PGG  is  a  member.  The  new 
deep  water  petroleum  tank  farm  opened 
by  PC  at  Vancouver,  Wash.  ,  in  1959  has 
put  PGG  and  other  member  locals  in  a 
better  competitive  position  on  prices. 
The  regional  formerly  had  a  long-term 
contract  for  its  petroleum  supplies  with 
one  oil  company.  Since  the  new  tank 
farm  provides  storage  for  13  million 
gallons,  PC  can  buy  tanker  loads  of 
products  at  various  markets  at  the  best 


The   anhydrous    ammonia   applicator   pictured  also  has  an  attachment    that    al lows  sulphur  to  be   applied 

at    the    same    time. 
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price  available.  These  savings  then 
pass  on  to  member  locals  and  the 
ranchers  they  serve. 

Highway  transports  of  the  regional 
deliver  petroleum  to  PGG  outlets 
regularly,  sometimes  direct  from  the 
tank  farm  and  sometimes  from  the  re- 
gional's  barge  dock  at  Umatilla. 

PGG  also  gets  its  oil  and  greases 
from  PC.  The  regional  has  these  manu- 
factured to  specifications  and  packaged 
under  the  "Circle  P"  label. 

Machinery  Added 

Sales  of  the  Farm  Machinery  Division 
have  been  large  —  around  $2  million  for 
each  of  the  last  several  years.  PGG 
began  this  activity  in  1938  as  a  service 
function  in  the  main  and  to  have  more 
direct  farmer  contact. 

PGG  now  acts  as  the  distributor  for 
the  tractors,  combines,  trucks,  and 
other  machinery  needed  on  these  large 
wheat  ranches.  The  cooperative  oper- 
ates shops  and  stocks  repair  parts  in 
three  repair  depots  for  these  machines. 
The  main  shop  back  of  PGG's  offices  at 
Pendleton  employs  22  mechanics  to  keep 
these  vital  machines  running.  Ranchers 
pay  going  rates  for  such  repair  jobs. 

Other  Activities 

In  addition  to  the  main  commodities 
already  mentioned,  PGG  has  a  seed 
processing  plant. 

This  plant  at  Pendleton  serves  as  a 
grass  seed  cleaning  and  pea  processing 
plant,  and  a  seed  grain  cleaning  and 
treating  station.  In  a  >normal  year  this 
plant  will  clean  and  treat  over  200,000 
bushels  of  seed  grains,  process  about 
250,  000  pounds  of  grass  seed,  and  clean 
some  50,  000  hundredweight  bags  of  peas. 


The  cooperative' s  shop  at  Pendleton    overhauls 
all    types    of  crawler    tractors ,    loaders,    and 
combines .    Other  service  faci lit ies  are  avail- 
able   in    the  Hermiston  and  Athena    shops. 


The  seed  grain,  primarily  wheat  and 
barley,  are  field  inspected  and  selected 
for  quality.  These  selected  lots  are 
then  farm  stored  until  the  cleaning  plant 
is  ready  to  take  delivery  for  cleaning, 
treating  and  delivery  to  the  customer. 

PGG  also  handles  a  complete  line  of 
hardware  and  other  miscellaneous  sup- 
plies in  its  Pendleton,  Hermiston,  and 
Athena  offices.  Keeping  these  items 
well  displayed  in  attractive  surroundings 
has  helped  the  cooperative  merchandise 
these  supplies,  it  has  found. 

As  another  activity,  part  of  the  PGG 
Custom    Service    department's  function 
is  to  provide  a  weed  spraying  service. 
It    also    sprays    insecticides   on   cattle 
and  grain  bins. 
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Sales    floor     of    main   hear/quarters    building     in    Pendleton    is    used     to    merchandise    hardware    items, 
Tractors ,    trucks,    combines ,    and   other   machinery   units    also   go   on   display  here. 


Management  System  and  Practices 


Pendleton  Grain  Growers  has  de- 
veloped a  smoothly  functioning  manage- 
ment team.  Duties  and  responsibilities 
of  its  top  management  employees  and 
directors  are  clearly  defined  and  well 
executed.  The  business  operations  of 
the  cooperative  are  closely  integrated 
and  efficiently  organized  and  managed. 

The  cooperative  uses  effective  mem- 
ber and  public  relations  methods  so  that 
it  will  continue  as  a  successful  and 
respected  business  member  of  the 
community. 

Its  financing  has  followed  sound 
cooperative  procedures.  And  its  other 
operations  and  membership  require- 
ments have  all  helped  in  its  success. 

This  section  of  the  report  will  now 
discuss  these  activities  in  more  detail. 


Director  System 

Directors  of  this  cooperative  are 
active  in  forming  policy  and  long-range 
plans  and  work  closely  with  top  manage- 
ment. Before  adding  new  services  or 
building  new  facilities,  it's  a  regular 
thing  for  a  committee  of  directors  to 
work  with  management  and  make  a 
thorough  study  of  problems  and  pos- 
sibilities involved.  This  committee 
then  reports  its  findings  and  recom- 
mendations to  the  full  board.  Such  com- 
mittees helped  form  the  plans  for  the 
new  feed  mill,  as  one  example. 

PGGhas  developed  its  director  system 
in  three  ways  --  (1)  7  directors- at- large, 
(2)  16  area  directors  who  are  usually 
younger  men;  and  (3)  a  policy  board 
composed  of  all  directors  who  have  ever 
served  in  any  capacity. 
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Bylaws  provide  that  the  business  be 
administered  by  the  7  regular  directors- 
at-large  and  the  16  area  directors  who 
represent  their  particular  districts. 

At-Large  Directors 

Four  of  the  regular  director  s-at- 
large  are  elected  one  year  and  three  the 
next.  Each  serves  for  a  2-year  term 
and  may  be  re-elected  as  many  times  as 
the  members  wish.  These  directors- at- 
large  do  not  come  from  any  particular 
district,  although  home  areas  are  con- 
sidered when  nominations  are  made. 

PGG  feels  the  advantage  of  this  type 
program  is  that  it  can  pick  out  the  best 
men  possible,  regardless  of  area.  It 
also  gives  an  opportunity  to  have  regular 
directors  serve  a  number  of  years  so 
that  there  is  some  continuity  of  policy 
and  understanding.  In  general,  it  seems 
to  work  out  that  a  good  director  will 
stay  on  the  board  from  6  to  10  years 
under  this  system. 

Young  Ranchers  Trained 

To  interest  the  young  ranchers  in  the 
area  and  to  have  a  larger  group  of  people 
actively  interested  and  participating  in 
the  company,  PGG  has  16  area  directors, 
representing  four  election  districts. 

An  area  director  serves  one  four- 
year  term.  This  gives  him  time  to 
understand  and  thoroughly  know  the  back- 
ground and  workings  of  the  cooperative. 
Once  he  has  served  his  area  term,  he 
cannot  be  re-elected  as  an  area  director, 
and  he  automatically  joins  the  larger 
PGG  policy  board  group.  He  may  run 
for  director -at- large  at  any  time,  and 
experience  indicates  that  most  directors- 
at- large  have  served  as  area  directors 
at  some  time  in  their  cooperative  farm 
business  life.  As  a  general  rule  the 
area  directors  are  younger  men  —  age 


group  30  to  45,  and  the  at- large  directors 
tend  to  45  to  65  brackets. 

Policy  Board 

The  PGG  policy  board  is  composed 
of  all  people  who  have  served  a  term  or 
more  as  a  director  of  the  company. 
This  group  meets  twice  a  year  and  con- 
cerns itself  primarily  with  long  range 
policies  and  as  a  sounding  board  repre- 
sentative of  a  broad  classification  of  the 
membership.  At  present,  there  is  a 
total  of  119  members  of  this  policy  group. 
Generally  better  than  half  these  people 
retain  continuous  active  participation  in 
the  policy  group. 

The  advantages  of  this  three-way  di- 
rector program  are  that  (1)  there  is  a 
continuity  of  leadership  (at- large  di- 
rectors); (2)  young  ranchers  are  en- 
couraged to  participate  and  get  cooper- 
ative director  education  (area directors); 
(3)  there  is  a  large  well-educated  sound- 
ing and  policy  group  to  consider  and 
recommend  matters  that  concern  the 
total  membership  (policy  group). 

PGG  has  a  firm  rule  of  holding 
board  meetings  at  least  once  a  month. 
On  the  average,  it  will  have  15  to  20 
meetings  a  year.  The  manager,  opera- 
tions manager,  and  president  carefully 
prepare  and  plan  for  these  meetings. 
They  send  out  information  along  with  the 
call  for  the  meeting  on  main  business 
items  to  be  considered.  Each  meeting 
has  a  detailed  agenda.  At  times,  divi- 
sion heads  and  operating  department 
heads  report  on  special  problems. 

Besides  carrying  on  actual  company 
business,  the  board  spends  considerable 
time  in  review  and  education  work.  New 
board  members  go  through  an  indoctrina- 
tion meeting  and  review. 

Standing    committees    of   the   board 
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function   in   detail   whenever    necessary 
and  report  to  the  full  board. 

Nominating  Committees  Used 

PGG  uses  nominating  committees  to 
insure  good  candidates  for  its  offices 
and  to  provide  competition.  The  presi- 
dent appoints  a  nominating  committee  of 
12  to  14  people,  at  least  three  from 
each  of  the  four  area  election  districts. 
No  directors  serve  on  the  nominating 
committee,  but  many  of  them  have  been 
directors  previously. 

The  board  instructs  this  nominating 
committee  to  bring  in  the  strongest  slate 
of  candidates  that  it  can  for  the  openings 
available.  For  example,  the  board  will 
instruct  the  committee  to  bring  in  at 
least  five  names  for  the  three  jobs  in 
the  year  three  directors- at- large  are 
elected.  This  insures  competition  for 
the  jobs  and  also  means  membership 
can  have  a  choice  of  qualified  men. 

The  president  then  assigns  one  per- 
son to  work  with  the  nominating  com- 
mittee, and  usually  that  is  the  job  of  the 
manager.  Mr.  Hill  explained  how  this 
is  handled: 

"We  get  the  nominating  committee 
together  first  for  one  full  day  and  we 
spend  that  whole  day  reviewing  the  com- 
pany's policies  --  how  it  works,  why  it 
works  this  way,  and  impress  on  the 
group  the  importance  of  selecting  the 
right  kind  of  men  to  run  for  directors. 
At  the  end  of  that  day's  session,  we  give 
them  a  list  of  the  membership  and  ask 
each  man  to  bring  back  to  the  next  meet- 
ing names  of  people  he  thinks  would  make 
good  regular  directors. 

"At  the  second  day's  meeting,  we 
find  that  the  committee  will  usually  have 
some  25  to  30  names  to  suggest.  We 
put  these  names  on  the  blackboard  and 


then  start  the  screening  process  until 
we  get  it  down  to  the  five  or  six  names 
the  committee  wants  to  put  before  the 
membership. 

"When  we  get  down  into  the  final 
stages,  we  usually  use  a  secret  ballot  in 
the  nominating  committee  so  that  these 
people  can  actually  express  their  per- 
sonal desires  on  who  will  make  the  best 
director  candidates.  In  arriving  at  this 
screening  process,  we  are  careful  to 
see  that  we  get  area  representation  and 
that  we  don't  have  two  strong  men  from 
one  area  splitting  votes.  The  idea  is  to 
have  top  candidates  presented  by  the 
committee  and  to  give  the  incumbent 
directors  just  as  much  competition  as 
we  possibly  can  and  then  let  the  mem- 
bership decide  who  they  want.  " 

Past  Directors 

PGG  also  has  the  past  directors 
organization  composed  of  all  people  who 
have  served  as  area  or  regular  directors. 
This  group  meets  twice  a  year  so  man- 
agement can  keep  them  constantly  in- 
formed of  all  the  things  the  company  is 
doing  and  has  done.  In  this  way,  it 
keeps  the  people  who  have  served  on  the 
board  well  informed  so  they  constantly 
feel  close  to  the  cooperative.  By  1960, 
PGG  had  104  past  directors  living  and 
active  as  members  of  this  past  directors 
organization  which  functions  as  the  PGG 
policy  board,  as  mentioned  on  page  33. 

Operating   Management 

In  1960  PGG  had  225  full-time  em- 
ployees. This  section  will  discuss  duties 
of  key  staff  members  and  some  general 
personnel  practices  of  the  cooperative. 

General  Manager  and 
Operations  Manager 

PGG's  general  manager  and  opera- 
tions   manager    work    closely   together 
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Key  management   people     of    PGG  shown  here,    left,     are    James  Hill,   Jr.,     general    manager;   Randolph 
Dorran,    president;   Milo  Adkinson,    vice   president;    and  R.    J.     "John"  Bauer,    operations  manager. 


and  keep  each  other  constantly  Informed 
of  actions,  problems,  and  plans.  One 
or  the  other  is  nearly  always  available 
at  the  office  to  make  decisions  and  both 
attend  board  meetings. 

In  the  main,  however,  the  general 
manager  devotes  more  time  to  planning 
and  overall  operations,  while  the  oper- 
ations manager  spends  most  of  his  time 
on  actual  day-to-day  business. 

The  board  hires  the  general  man- 
ager, sets  the  rate  and  methods  of  his 
compensation,  and  gives  him  full  au- 
thority for  management  of  the  people 
under  his  supervision.  He  gets  a  salary 
competitive  in  the  field  and  this  is 
usually  reviewed  by  the  board  every  two 
to  four  years.  In  addition,  he  gets  a 
percentage  of  the  net  savings  of  the 
cooperative  so  long  as  the  savings  are  at 
least  equal  to  the  funded  debt  payments 


of  that  year.  Usually  this  runs  about  a 
fourth  of  his  total  yearly  compensa- 
tion. 

He  also  gets  the  benefits  of  a  life 
insurance  deferred  compensation  pro- 
gram and  the  general  bonus- retirement 
plan  of  the  cooperative.  PGG  furnishes 
him  a  car  and  an  adequate  expense 
account. 

The  general  manager  appoints  the 
operations  manager  in  close  coordination 
with  the  board  of  directors.  As  men- 
tioned earlier,  these  two  men  work 
closely  together.  Because  of  this,  the 
operations  manager  can  take  over  ef- 
fectively in  making  decisions  whenever 
the  general  manager  is  not  in. 

The  operations  manager's  pay  sched- 
ule is  patterned  after  that  of  the  general 
manager. 


35 


Division  and  Department  Heads 

PGG  organization  structure  is  broken 
into  four  main  divisions  and  10  depart- 
ments. 

The  divisions  are  Grain  and  Ware- 
house; Petroleum;  Machinery;  and  Feed, 
Seed,  and  Fertilizer.  Each  of  these  has 
a  head  with  his  own  operational  respon- 
sibility and  pretty  complete  autonomy, 
subject  only  to  broad  general  policy. 
These  heads  serve  with  top  management 
in  conference  groups  from  time  to  time 
as  need  and  circumstances  require. 

The  10  department  heads  function 
under  the  various  divisions.  They  meet 
with  division  heads  and  general  manage- 
ment 6  to  12  times  a  year  to  discuss 
common  problems,  plan,  and  generally 
interchange  company  information.  How- 
ever, since  this  cooperative  operates 
in  a  concentrated  area,  much  of  the 
communications  among  staff  come  about 
daily  in  the  normal  course  of  their  jobs. 

Then  general  management,  division 
and  department  heads,  and  foremen  and 
other  key  personnel  meet  at  least  6 
times  a  year.  This  group  comprises 
about  40  out  of  the  total  225  employees. 
They  study  together,  exchange  informa- 
tion, discuss,  and  plan.  This  40-mem- 
ber  group  is  the  operating  heart  of  the 
association,  the  people  that  form  its 
total  administrative  and  operating  core. 

General  Personnel  Practices 

The  board  of  directors  has  generally 
established  the  following  basic  personnel 
practices  for  this  organization: 

1.  It  expects  to  be  competitive  in 
the  field  of  management  and  labor  com- 
pensation according  to  the  size  of  the 
business,  its  ability  to  pay,  and  the  area 
served. ' 


2.  It  directs  that  as  a  long-range 
policy  up  to  25  percent  of  the  net  savings 
of  the  operation  can  be  used  in  incentive 
and  "profit  sharing"  programs,  provided 
that  the  savings  in  any  given  year  meet 
certain  prescribed  minimums  to  protect 
membership  investments  and  returns. 
In  1960,  15  percent  of  net  savings  was 
the  base  used. 

PGG  has  also  set  up  some  general 
goals  of  management  responsibilities  to 
employees--  among  them  offering  steady 
employment  with  a  successful  business, 
opportunity  to  develop  to  the  fullest 
extent  of  their  capabilities,  and  good 
working  conditions. 

It  has  a  policy  of  keeping  track  of  its 
outstanding  young  people,  watching  for 
the  "comers"  who  can  be  moved  up  in 
the  organization.  It  always  promotes 
within  the  organization,  if  possible.  The 
cooperative  operates  on  the  basis  of 
giving  its  employees  responsibility  and 
then  letting  them  grow  into  bigger  jobs. 

It  has  close  contacts  with  State  col- 
leges in  the  area  in  finding  people  trained 
in  the  types  of  business  it  does.  Many 
of  its  employees  have  graduate  degrees 
in  animal  nutrition,  business,  agri- 
cultural engineering,  soils,  crops,  and 
economics. 

PGG  does  some  employee  training 
work  also  --  sending  some  of  its  staff 
to  management,  service  and  salesman- 
ship schools.  These  include  mechanical 
training,  merchandising,  cooperative 
management,  feed  and  livestock  schools, 
fertilizer  clinics,  and  several  others. 

It  generally  tries  to  find  people  with 
a  farm  background  from  a  good  agri- 
cultural school,  but  also  likes  for  them 
to  have  some  business  education.  It 
employs  local  people  as  much  as 
possible. 
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Each  year  in  November,  top  man- 
agement goes  over  the  employment  per- 
formance of  all  people  on  the  steady 
payroll.  Each  employee  has  an  inter- 
view with  his  supervisor  to  discuss  his 
work  program  in  detail  and  to  come  to 
agreement  on  pay  for  the  coming  year. 

Management  spends  one  to  two 
months  on  this  and  feels  it  contributes 
to  excellent  employee  relations. 

Bonus  and  Retirement  Program 

Each  year  employees  who  have  been 
with  the  cooperative  two  years  or  longer 
receive  10  percent  of  the  net  savings, 
provided  these  are  enough  to  meet  pre- 
determined minimum  standards. 

The  retirement  program  ties  into 
the  bonus  participation  program.  A 
portion  of  the  funds  which  would  be  paid 
in  bonuses  is  set  aside  to  help  build  up 
the  employees'  retirement  fund.  The 
cooperative  pays  the  balance  of  an  in- 
surance premium  after  the  employee  has 
paid  3  percent  of  his  salary  on  it.  A 
trust  administers  the  retirement  fund 
that  comes  from  the  bonus  fund. 

When  an  employee  reaches  65,  the 
cash  value  of  his  life  insurance  policy 
and  the  accumulated  trust  fund  are  put 
together  to  buy  a  life  annuity  for  him. 
If  the  employee's  service  is  terminated 
before  then,  for  any  reason  other  than 
death,  the  trust  turns  his  life  insurance 
policy  over  to  him  and  he  may  either 
cash  it  or  continue  full  premium  pay- 
ments. In  addition,  he  also  receives 
that  portion  of  the  money  deducted  from 
his  bonus  and  placed  in  trust  plus  2  per- 
cent interest  a  year. 

Member  and  Public  Relations 

Some  of  the  member  relations  and 
public  relations  of  the  cooperative  nec- 
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Many  PGG  employees  have  college  training  in 
poultry  husbandry ,  animal  nut r it  ion ,  and  the 
like.  Here  a  PGG  serviceman  helps  with  man- 
agement and  other  advice  on  a  member's  poul- 
try   farm. 


essarily  overlap.  However,  we  have 
set  up  an  arbitrary  distinction  here  for 
those  aimed  directly  to  members  and 
those  that  include  a  wider  audience. 

Member  Relations 

PGG  members  must  be  bona  fide 
producers  of  agricultural  products  in 
the  area  it  serves  and  must  sign  a 
membership  application  that  is  subject 
to  the  approval  of  the  board  of  directors. 
After  both  the  member  and  the  cooper- 
ative have  signed  the  agreement,  it  be- 
comes a  contract  between  them.  (See 
page  53  of  the  Appendix  for  copy  of  this 
agreement. ) 

Under  this  contract,  PGG  agrees 
to:  (1)  Function  on  a  cooperative  basis 
for  the  mutual  benefit  of  the  patrons; 
(2)  return  the  net  operating  savings  of 
each     division     or    department    to    the 
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PGG  combined  its  spring   1960   annual   meeting  with    the   opening   of   its   new  million  dollar    feed  mill. 

More    than  800  people   enjoyed   the   beef  stew. 


members  each  year  in  direct  relation  to 
the  amount  of  business  each  member  has 
done  with  that  department;  and  (3)  pay 
the  member  his  savings  as  a  patronage 
refund  in  the  form  of  cash,  stock,  notes 
or  portions  of  each  as  determined  by  the 
directors  in  accordance  with  the  bylaws. 

The  member  agrees  to:  (1)  Abide  by 
the  bylaws  and  regulations  established 
by  the  group;  (2)  buy  one  share  of  mem- 
bership voting  stock  at  $30;  and  (3)  in- 
vest patronage  refunds  in  the  cooperative 
for  a  reasonable  period  of  years. 

This  cooperative's  philosophy  on 
member  relations  has  been  expressed 
by  Mr.  Hill  like  this:  "Our  best  mem- 
ber relations  are  the  ways  we  serve  the 
members  and  the  personal  ways  our 
employees  perform  their  individual 
jobs.  " 

PGG  considers  its  monthly  magazine 
as  one  of  its  best  member  relations 
contacts  and  the  base  of  other  activities. 


This  compact  8-page  magazine  keeps 
members  alert  to  what  is  happening  in 
the  association  and  also  gives  background 
on  problems  and  future  plans. 

It  goes  to  all  members  and  others 
particularly  interested  in  the  coopera- 
tive --  about  1,700  altogether. 

PGG  uses  its  annual  meeting  both  to 
present  reports  and  to  build  good  will. 
Ordinarily  it's  a  full  day's  meeting, 
with  business  talks  in  the  morning,  food 
at  noon,  and  entertainment  in  the  after- 
noon. 

It  has  an  active  women's  auxiliary 
with  about  200  wives  of  members  par- 
ticipating. Known  as  the  PGG  Auxiliary, 
its  five  separate  area  groups  hold 
regular  monthly  meetings  devoted  to 
educational,  social,  and  community 
relations.  A  designated  reporter  for  the 
auxiliary  gets  material  not  only  on  the 
activities  of  the  women's  groups  but  also 
of     other     PGG     activities     into     local 
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newspapers  and  other  news  outlets,  the 
PGG's  monthly  magazine,  and  the  re- 
gional's  paper,  Pacific  Northwest  Coop- 
er ator. 

In  1959  a  number  of  the  women  at- 
tended the  Hen  House  Fair  at  the  re- 
gional's  annual  meeting  and  had  an 
exhibit  of  their  activities. 

This  cooperative  has  taken  an  im- 
aginative approach  to  its  annual  report 
each  year.  And  it  uses  promotional  let- 
ters as  part  of  its  approach  to  members. 

Public  Relations 


of  local  news,  weather  and  livestock 
reports,  college  releases,  and  two 
farmer  interviews  a  week.  It  also 
uses  general  television  advertising 
and  has  sponsored  TV  weather  pro- 
grams. 

Other  advertising  and  merchandising 
devices  used  are  direct  mail  ads,  en- 
velope stuffers,  and  specialty  advertis- 
ing. 

Each  department  has  its  own  adver- 
tising budget  and  comes  to  the  advertising 
department  to  have  its  campaigns  worked 
out. 


The  cooperative  uses  various  outlets 
for  news  items  and  advertisements  — 
local  newspapers  and  radio  and  tele- 
vision stations.  It  uses  4,  000  column 
inches  of  local  newspaper  ads  each  year. 

It  sponsors  a  half- hour  radio  pro- 
gram five  days  a  week.      This  consists 


Emphasis  in  the  cooperative  is 
on  community-mindedness.  Employees 
take  part  in  many  town  activities  -- 
service  clubs,  the  big  annual  Pendleton 
Roundup,  and  others.  They  sometimes 
talk  on  cooperatives  to  schools,  4-H 
Clubs  and  Future  Farmers  of  America 
Chapters. 


The  women  have  a  part  in  the  cooperative .  The  PGG  Auxiliary  is  active  in  craft  and  other  work. 
Its  5  chapters  throughout  the  county  have  over  200  members.  This  is  a  display  by  the  Ukiah  unit 
at     the     annual   Hen  House  Fair,    a   display     of    crafts   held     in     conjunction   with    the    annual    meeting 

each  year. 
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The   Pendleton    Round-Up  draws    visitors    throughout    the   Pacific  Northwest .         PGG  entered    this    float 
in    one    of    the    parades.       This    cooperat ive    is    active    in   all    community   affairs. 


Financial  Aspects 

As  mentioned  early  in  this  report, 
the  80  wheat  ranchers  who  joined  PGG 
the  first  year  made  down  payments 
totaling  only  $2,000  to  start  this  busi- 
ness ...  on  the  basis  of  10  percent  in 
cash  of  their  subscription  for  one  $30 
share  of  stock  for  each  1,  000  bushels  of 
wheat  grown. 

Financing  the  business  today  is  con- 
siderably more  complicated.  Members 
now  have  $2.  8  million  invested. 

In  addition  PGG  shows  this  kind  of 
a  financial  record  -- 

1 .  Savings  made  and  capital  dividends 
paid  every  year. 

2.  All  debt  payments  met  when  due. 

3.  Total  dollar  savings  for  farmers 
from  1930  to  1959  of  $4.  6  million,  with 


$1.  9  million  of  this  returned  to  members 
in  cash. 

Here  are  some  financial  highlights 
for  1959.  It  had  a  total  of  $16.  9  million 
as  volume  of  business.  It  paid  out 
$229,000  in  cash  to  members  and  paid 
Federal  and  State  income  taxes  of 
$82,513.  It  invested  $937,000  in  plant 
and  equipment  expansion  --  $192,000 
from  depreciation  funds,  $745,  000  bor- 
rowed on  a  long-term  basis. 

PGG  uses  a  revolving  plan,  generally 
on  a  10-year  basis.  This  means  that  it 
must  average  savings  of  10  percent  or 
better  on  the  membership  equities.  By 
1960  PGG  had  paid  out  $1.4  million  on 
revolving  funds  held  for  back  years 
1930  through  1949. 

It  gets  its  capital  funds  from  Class  A 
membership  stock  purchases,  invest- 
ments in  Class  B  stock  of  half  of  each 
year's  patronage  savings  by  members. 
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and  15-year  promissory  patronage  notes 
on  the  other  half  of  the  patronage  refunds. 

In  addition  to  these  methods,  PGG 
issues  4  percent  20-year  debenture 
bonds  which  are  subordinate  to  bank  loans 
but  come  ahead  of  all  patronage  notes 
and  member  equities.  Interested  in- 
vestors, usually  local  ones,  buy  these. 

Patron's  equities  --  proportion  of 
net  assets  members  own  —  were  62  per- 
cent in  1959.  Debenture  bonds,  mostly 
owned  by  members,  accounted  for  14 
percent,  and  long-term  loans  from 
banks  and  others  made  up  the  balance 
of  24  percent.  Thus  member-patrons, 
together  with  bond  holders  who  are  also 
mostly  local  people,  were  contributing 
76  percent  of  the  cooperative's  capital. 

In  the  event  of  a  member's  death, 
his  Class  B  stock  is  paid  in  cash  at  the 
face  value  to  his  estate.  If  he  resigns 
or  leaves  the  area,  the  board  can 
approve  converting  this  into  the  15-year 
promissory  note. 

PGG  has  developed  a  fair  local  in- 
vestment demand  for  these  patronage 
notes.  Buyers  and  sellers  agree  on 
discount  values  that  reflect  the  buyer 
approximately  an  8  to  10  percent  annual 
return  on  his  money,  including  the  3 
percent  annual  interest  PGG  pays  the 
holder  of  the  note.  The  cooperative  acts 
as  a  clearing  house  between  buyers  and 
sellers,  and  has  a  $5,000  revolving 
clearing  fund  to  help  here.  Usually  this 
fund  turns  over  5  to  8  times  a  year. 

Recently  the  PGG  newsletter  carried 
this  comment  from  one  of  its  members 
on  what  his  cooperative  meant  to  him  on 
a  cash-money  basis  for  1959.  This 
member- farmer  had  600  acres  of  wheat 
and  ran  about  50  cows,  so  he  was  per- 
haps a  little  smaller  than  the  average 
size  farmer  of  the  region.    But  he  re- 


ceived in  cash  $649.  06  from  the  co-op 
in  that  one  year.  In  his  words,  it  came 
from  these  sources: 

"I  have  received  $139. 42  from  in- 
terest on  my  15-year  promissory  notes, 
$381.64  from  the  revolving  capital 
refund  -  this  year  we  called  it  'redemp- 
tion of  Series  18  Certificates. '  This 
amount  reflected  one-half  of  the  patron- 
age refund  received  from  the  business 
I  had  with  PGG  in  1949.  Plus  this,  last 
year  I  received  $83  on  the  fertilizer 
business  I  had  in  1959  and  also  $45  back 
on  my  petroleum  business. 

"And  that's  not  all  . . .  I've  still  got 
$4,453  in  Class  B  common  stock.  I 
think  of  that  as  paid-up  life  insurance 
and  figure  it  in  with  all  my  other  life 
insurance  in  my  estate  planning. " 

A  recent  recap  of  the  dollars  that 
had  been  distributed  to  all  members  in 
the  PGG  ownership  family  for  the  past 
fiscal  year  showed  these  totals  as  of 
February  15,  1960: 


Interest   on   debentures, 
certificates   patronage 
notes 

Capital    redemption   of 

debentures,    certificates 
Class   B 

Fertilizer   patronage   price 
adjustment 

3   percent   petroleum 
patronage    refund 

Total    cash   paid   to 
PGG    family 


$65,127.30 

132,898.89 

15,319.67 

16,450.86 

$229,796.72 


It  borrows  from   the    Spokane    Bank 
for    Cooperatives    for     facility     loans. 
This   bank   loaned  it  $1  million  to  help 
with  the  new  feed  mill,   and  has  loaned 
it  capital  for  its  other  facilities. 

PGG  borrows  its   short-term  oper- 
ating capital  from  local  banks. 
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During  the  course    of  developing    increased  pork  product  ion    in    the    region,    PGG   sponsored  many    tours 

to  different    pork    " factor ies ." 


Plans  for  the  Future 


Thus  this  cooperative  has  grown  in 
many  ways  -- 

•  in  membership 

•  in  financial  strength 

•  in  volume  of  business 

•  in  kinds  of  business  it  handles 

•  in  service  to  members 

It  is  still  expanding  and  adjusting  as 
the  agriculture  of  the  region  demands  . . . 
gearing  its  activities  to  the  basic  needs 
of  the  farm  community. 

Its  management,    employees  and  di- 


rectors are  keeping  themselves  alert  to 
problems  and  potentialities  of  the  coop- 
erative. They  have  some  long-range 
goals  and  plans  before  them  for  the 
coming  year. 

Foremost  among  the  plans  is  to 
continue  the  development  of  livestock 
feeding  as  a  means  of  converting  local 
grains  into  meat.  The  management  esti- 
mates this  program  will  keep  the  com- 
pany busy  for  the  next  three  years. 

Manager  Hill  reports  that  more  time 
and  effort  will  be  spent  in  organizational 
work  to  make  sure  there  is  a  continuous 
core  of  well  informed,  loyal  farm  leaders 
to  determine  the  future  of  their  cooper- 
ative. 
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SWINE  MARKETING  AGREEMENT  —  PENDLETON   GRAIN   GROWERS,    INC. 


THIS  AGREEMENT  made  and  entered  into  by  and  between   PENDLETON  GRAIN  GROW- 
ERS,   INC.,  a  cooperative  corporation  organized  under  the  Oregon  laws  relating  to 
cooperative  corporations,  hereinafter  called  PENDLETON,  and  the  undersigned  swine 
producer  hereinafter  called  PRODUCER, 

WITNESSETH: 

In  consideration  of  the  mutual  obligations  of  the  parties  hereto  as  hereinafter  set  forth, 
it  is  agreed  between  the  parties  as  follows: 

I. 

Producer  —  A  Member  —  Aims.     Producer  is  either  a  member  of  Pendleton  or 
with  the  signing  of  this  agreement  is  applying  for  membership  in  Pendleton.     Producer 
agrees  to  abide  by  the  Re-stated  Articles  of  Incorporation,  Amended  By-Laws  and  rules 
and  regulations  of  Pendleton  promulgated  by  its  Board  of  Directors  and  by  the  Swine 
Marketing  Committee,  hereinafter  referred  to  as  Committee,  as  such  Articles,   By-Laws, 
rules  and  regulations  are  now  or  as  they  may  subsequently  be  amended.     It  is  the  objective 
of  the  parties  in  entering  into  this  contract  to  provide  a  means  of  cooperative  marketing 
of  the  swine  raised  by  Producer  and  thus  encourage  greater  production  and  to  improve  the 
quality  of  swine  produced  in  Pendleton's  marketing  area  so  that  Pendleton  can  deliver  to 
the  markets  a  larger  quantity  of  the  high  quality  pork  demanded  by  such  markets. 

4-H  and  FFA  Members.    Active  members  in  good  standing  of  the  4-H,  and  Future 
Farmers  of  America,  upon  approval  by  the  Committee,  may  market  swine  produced  by 
them  under  the  terms  of  this  marketing  agreement  as  part  of  their  educational  program, 
even  though  they  may  not  be  members  of  Pendleton  and  do  not  have  the  necessary  volume 
to  qualify  for  membership.    All  other  terms  of  the  marketing  agreement  shall  be  applicable, 
and  they  shall  be  classed  as  Producers  hereunder. 


Producer  to  Deliver  Swine.    Producer  agrees  to  deliver  to  Pendleton,  or  to  such 
consignee  or  shipping  point  as  Pendleton  may  direct,  during  the  life  of  this  contract  all 
of  the  swine  he  produces  for  market,  for  sale  by  or  through  Pendleton  or  its  facilities.    The 
Swine  Committee  may  adopt  rules  allowing  the  sale  by  the  Producer  of  breeding  stock  and 
feeder  pigs.    The  Producer  hereby  appoints  and  constitutes  Pendleton  as  its  exclusive  agent 
for  the  purpose  of  the  sale  and  marketing  of  all  such  swine,  and  agrees  that  such  appoint- 
ment shall  be  irrevocable  for  the  duration  of  this  contract.    Pendleton  hereby  accepts  such 
appointment  and  agrees  to  act  as  such  agent. 

Producer  further  agrees  to  deliver  all  such  swine  to  be  marketed  hereunder  at  such 
place  to  be  designated  by  the  Committee  in  good  and  healthy  condition. 


Pendleton  agrees  to  Market  Swine.      Pendleton  shall  receive  the  marketable  swine 
delivered  by  Producer  and  agrees  to  market  the  swine  in  such  manner  and  through  such 
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channels  as  will,  in  the  best  judgment  of  Committee  be  most  advantageous  to  Producer. 

IV. 

Advances.      On  receipt  of  swine  delivered  by  Producer,   Pendleton  may  make  such 
advances,   if  any,  as  it  may  deem  advisable,  on  such  swine.     Producer  agrees  that  Pen- 
dleton shall  have  power  without  limitation  to  borrow  money  in  its  name  and  on  its  own 
account  for  the  purpose  of  making  such  advances  or  for  other  proper  cooperative  purposes 
associated  with  its  swine  marketing  program  on  the  swine  delivered  to  it,  or  on  accounts 
for  the  sale  thereof  or  on  other  commercial  paper  obtained  or  drawn  in  connection  with 
the  marketing  of  said  swine.     Producer  agrees  that  in  the  event  the  advance  received  by 
him  on  such  swine  is  in  excess  of  the  net  receipts  therefrom,  that  he  will  repay  the  amount 
of  such  excess  with  interest  thereon,  on  demand. 


What  Producer  Receives.      Pendleton  agrees  to  pay  Producer  the  net  proceeds  of 
the  sale  of  swine  delivered  by  him  less  the  following  deductions: 

a)  A  charge  of  not  to  exceed  $1  .00  per  head  of  swine  (other  than  sows  and  stags)  mar- 
keted, and  $1  .50  per  sow  and  stag  marketed  hereunder. 

b)  Any  retain  which  may  be  approved  by  two-thirds  of  the  votes  of  the  swine  producers 
who  have  signed  similar  contracts  to  this,  after  recommendation  by  two-thirds  of  the 
Committee,  and  approval  of  Pendleton's  board  of  directors.    Such  retain,  if  and  when 
approved,  must  be  used  to  provide  facilities  and  operating  capital  for  the  swine  mar- 
keting department. 

c)  Freight  and  other  expenses  in  shipping  such  swine  to  market. 

past  due 

d)  Any/mdebtedness  owing  by  the  Producer  to  Pendleton,   including  any  advances  made 
to  the  Producer  with  interest  thereon. 

The  excess  of  the  charges  received  by  Pendleton  over  the  cost  of  handling  and  market- 
ing the  swine  delivered  hereunder  including  the  indirect  expenses  of  Pendleton  in  operating 
the  swine  marketing  department,  shall  be  returned  to  the  Producer  after  the  close  of  each 
fiscal  year  of  operation  in  the  form  of  cash,  certificates,  notes,  stock,  or  credits,  as  de- 
termined by  the  Committee  and  approved  by  the  board  of  directors  of  Pendleton. 

VI. 

Term:     This  contract  shall  be  a  continuing  contract  subject,  however,  to  cancellation 
by  either  party  by  notice  in  writing  to  the  other  delivered  between  January  1st  and  Jan- 
uary 15th,  such  cancellation  to  be  effective  on  December  31st  of  the  year  in  which  notice 
was  given,  provided  that  a  delivery  has  been  made  under  the  contract  at  least  eighteen  (18) 
months  prior  to  the  date  of  such  notice.     Such  notice  of  cancellation  shall  not  affect 
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the  swine  produced  by  or  for  the  Producer  during  the  calendar  year  in  which  notice  Is 
given.     Before  such  cancellation  shall  become  effective,  the  Producer  shall  pay  Pendle- 
ton, prior  to  the  effective  date  of  such  cancellation,  any  and  all  indebtedness,  and 
any  liquidated  damages  which  may  be  due  from  him  to  Pendleton  for  a  breach  of  this 
agreement.    The  termination  of  this  agreement  shall  not  impair  or  take  away  the  right 
of  either  party  to  exact  from  the  other  in  due  course  any  obligations  existing  at  the 
date  of  termination,  nor  shall  it  affect  in  any  manner  any  contract  between  Pendleton 
and  any  other  Producer,  nor  shall  this  agreement  be  affected  by  the  release  of  other 
Producers  by  Pendleton. 

VII. 

Warranty  Against  Other  Contracts.      The  Producer  expressly  warrants  that  he  has 
not  heretofore  contracted  to  sell,  market,  consign  or  deliver  any  swine  produced  by  or 
for  him  except  as  hereinafter  noted  at  the  foot  of  this  contract.    The  Producer  further 
warrants  that  such  swine  are  not  subject  to  mortgage  or  other  liens  and  that  in  the  event 
he  hereafter  places  a  mortgage  or  other  lien  against  such  swine,  that  he  shall  immed- 
iately notify  Pendleton  in  writing. 

VIII. 

Remedies.      Inasmuch  as  it  now  and  ever    will  be  impractical  and  extremely  difficult 
to  determine  the  actual  damage  resulting  to  Pendleton  should  the  Producer  fail  to  deliver 
swine  as  hereby  agreed,  the  Producer  hereby  agrees  to  pay  to  Pendleton  for  all  swine 
delivered  or  disposed  of  by  or  for  him  other  than  in  accordance  with  the  terms  hereof,  a 
sum  equal  to  10%  of  the  market  value  of  such  swine  disposed  of  by  or  for  him  other  than 
in  accordance  with  the  terms  hereof,  such  value  to  be  determined  as  of  the  date  of  breach, 
as  liquidated  damages  for  the  breach  of  this  agreement.     In  case  suit  or  action  is  brought 
by  Pendleton  for  violation  of  this  agreement,  or  to  enforce  any  of  the  provisions  thereof, 
Pendleton  shall  be  entitled,   in  addition  to  all  court  costs  and  disbursements  and  all  ex- 
penses arising  out  or  caused  by  the  litigation,  to  reasonable  attorney  fees  to  be  fixed  by 
the  court,  and  any  judgment  or  decree  obtained  shall  include  such  items.    The  Producer 
agrees  that  Pendleton  shall  be  entitled  to  all  remedies  provided  by  statute  for  breach  of  a 
contract  between  a  cooperative  and  a  member,  or  to  prevent  the  breach  thereof. 

IX. 

Provisions  for  Possible  New  Contract  in  Future.      It  is  agreed  that  changes  may  be 
made  in  succeeding  marketing  contracts  between  Producers  and  Pendleton  without  affecting 
the  terms,  conditions  and  enforcement  of  this  contract,  but  Producer  shall  be  given  an 
opportunity  to  execute  such  contract.     The  terms  of  this  contract  may  be  changed  as  to 
operations  following  adoption  of  such  change,  only  by  the  following  procedure: 

a)  Two-thirds  of  the  Committee  must  recommend  such  change. 

b)  The  change  must  be  approved  by  at  least  two-thirds  of  the  votes  of  the  swine  producers 
at  an  annual  or  special  meeting. 
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c)      The  change  is  subject  to  final  approval  of  the  board  of  directors  of  Pendleton. 

No  change  may  be  made  in  the  length  of  term  or  right  to  terminate  this  agreement 
as  provided  in  Article  VI  he'eof. 


ORGANIZATION   OF  SWINE  MARKETING  DEPARTMENT 

(a)      The  Producer  herewith  joins  with  other  producers  of  swine  to  form  a  swine  mar- 
keting department  within  the  framework  of  Pendleton  Grain  Growers,   Inc  „ ,  hereinafter 
referred  to  as  Pendleton.    All  Producers  are  members  of  Pendleton. 

Voting  Rights .      On  matters  affecting  swine  marketing,  each  producer  shall  be  en- 
titled to  one  vote  for  each  200  head  of  hogs  or  major  fraction  thereof  marketed  in  the 
preceding  business  year.    At  any  regular  or  special  meeting  of  swine  producers,  two-thirds 
of  the  votes  of  those  present  shall  be  necessary  to  adopt  any  resolution. 

Annual  Meeting        The  annual  meeting  of  the  swine  producers  shall  be  held  within 
30  days  of  February  1st  of  each  year,  the  specific  date  to  be  set  by  the  chairman  of  the 
swine  marketing  committee.    Ten  days'  written  notice  of  the  time  and  place  for  such  meet- 
ings shall  be  given  to  the  swine  producers  who  have  signed  marketing  agreements.    A  spec- 
ial meeting  of  the  swine  producer  membership  may  be  called  by  the  affirmative  action  of 
two-thirds  of  the  swine  marketing  committee  or  by  a  signed  petition  representing  one-half 
the  votes  of  the  swine  producers,  and  ten  (10)  days'  written  notice  of  such  meeting  shall 
be  given  setting  forth  in  addition  to  the  time,  date  and  place  of  such  meeting,  the  special 
business  to  come  before  the  meeting. 

Qualification  for  Membership.      To  qualify  and  continue  as  a  member  of  the  swine 
marketing  department,  the  producer  must  have  potential  ability  to  produce  not  less  than 
200  market  hogs  annually  on  a  continuing  basis;  must  be  a  member  of  Pendleton  Grain 
Growers,   Inc.,  must  be  located  within  the  boundaries  of  the  area  which  can  be  effectively 
served;  must  pass  inspection  requirements  as  determined  by  a  swine  marketing  committee; 
must  execute  the  swine  marketing  agreement  in  effect  at  the  time  of  application  for  mem- 
bership and  must  be  voted  upon  favorably  by  two-thirds  of  the  committee. 

In  the  event  the  producer  produces  less  than  200  market  hogs  in  a  year,  and  such 
failure  is  due  to  causes  beyond  his  control,  the  Committee  may  allow  such  producer  to 
continue  as  a  member  if  it  appears  to  the  Committee  that  his  production  will  reach  the 
minimum  of  200  hogs  in  the  following  year. 

Expulsion  ,      The  swine  marketing  committee  by  a  two-thirds  vote  may  expel  any  swine 
marketing  member  who  fails  to  live  up  to  his  marketing  agreement  or  who  does  not  continue 
to  comply  with  the  qualifications  for  membership  as  provided  in  this  agreement,  and  ter- 
minate his  marketing  agreement. 

Swine  Marketing  Committee,     The  swine  marketing  committee  shall  consist  of  seven 
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members  of  Pendleton  Grain  Growers,   Inc.,  two  of  whom  shall  be  appointed  by  Pendleton 
from  its  board  of  directors.    The  other  members  must  be  swine  producers  who  have  executed 
the  swine  marketing  agreement.    All  committee  members,  other  than  the  two  appointed  by 
Pendleton,  shall  be  chosen  at  the  organization  meeting  of  the  swine  producers  and  they 
shall  be  members  of  such  committee  until  the  first  regular  annual  meeting  of  the  swine  pro- 
ducers and  until  their  successors  are  elected.    At  the  first  annual  meeting  of  the  committee, 
members  who  are  elected  shall  draw  lots,  two  to  serve  for  three  years,  and  two  to  serve 
fo;  two  years,  and  one  to  serve  for  one  year.    Thereafter,  their  successors  shall  then  be 
elected  for  a  three  year  term.     If  there  be  a  vacancy  on  the  committee  after  the  annual 
meeting  the  remaining  members  of  the  committee  shall  fill  such  vacancy  and  the  person  so 
chosen  shall  serve  until  the  next  annual  meeting.    The  two  committee  members  appointed 
by  Pendleton  shall  tiold  office  until  their  successors  are  appointed  by  Pendleton. 

Power  of  Swine  Marketing  Committee.    The  swine  marketing  committee  shall  operate 
the  swine  marketing  department  and  negotiate  agreements  with,  and  sales  to  packers, 
buyers,  and  handlers,  subject  to  the  approval  of  the  Pendleton  board  of  directors  on  any 
matters  affecting  financial  responsibility  of  Pendleton  or  on  general  policy  affecting  Pen- 
dleton. 

The  committee  shall  choose  its  own  chairman  and  vice-chairman  as  well  as  its  sec- 
retary, and  the  secretary  shall  keep  a  record  of  all  meetings  of  the  committee  and  of  the 
swine  producer  members. 

A  majority  shall  constitute  a  quorum  for  meetings  of  the  swine  marketing  committee 
and  the  affirmative  vote  of  a  majority  of  the  quorum,  but  not  less  than  three  members, 
shall  be  necessary  for  any  action  of  the  committee. 

Rules  and  Regulations.  The  committee  shall  establish  rules  and  regulations  from  time 
to  time  in  furtherance  of  the  aims  of  this  marketing  agreement  and  the  Producer  agrees  to 
comply  therewith 

Compensation  of  Committee.      The  members  of  the  swine  marketing  department  shall 
determine  what,  if  any,  fees  should  be  paid  to  the  members  of  the  swine  committee.     In 
any  event,  such  committee  members  shall  be  entitled  to  payment  of  mileage  and  travelling 
expenses  and  such  items  together  with  committee  fees,   if  any,  shall  be  properly  chargeable 
against  the  swine  marketing  department. 

Executive  andOther  Committees.  The  swine  marketing  committee  may  appoint  an 
executive  committee  of  three  members  and  such  other  committees  as  it  deems  advisable 
with  such  powers  as  may  be  specified  in  the  resolution  appointing  such  committee. 

Manager.      The  board  of  directors  of  Pendleton  shall  select  a  manager  of  the  swine 
marketing  department  and  fix  his  compensation,  but  such  choice  and  the  amount  of  com- 
pensation shall  be  subject  to  the  approval  of  the  swine  marketing  committee. 

General .  As  the  swine  marketing  department  is  a  part  of  Pendleton,  wherever  no 
specific  provision  is  made  in  this  marketing  agreement  otherwise,  the  amended  by-laws 
of  Pendleton  shall  control . 
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Contract  of  Parties  —  No  Other  Conditions.      The  parties  hereto  agree  that  there  are 
no  oral  or  other  conditions,  promises,  covenants,  representations  or  inducements  in  addi- 
tion to  or  at  variance  with  any  of  the  terms  hereof,  and  that  this  agreement  represents  the 
voluntary  and  clear  understanding  of  both  parties  fully  and  completely. 

READ,    CONSIDERED  AND  SIGNED  at this 

day  of ,   19 

PRODUCER 


Number  of  Swine P.O,  Address 

EXISTING  CHATTEL  MORTGAGES  OR  CONTRACTS  OF  PRODUCER 

Are  swine  mortgaged? To  whom  mortgaged? 

Are  swine  under  Contract? To  whom? 


By  authority  of  a  resolution  of  the  board  of  directors  of  the  Pendleton  Grain  Growers, 
Inc.  and  approval  of  Swine  Marketing  Committee,   this  agreement  is  accepted  and  exec- 
uted at  Pendleton,  Oregon. 

PENDLETON   GRAIN   GROWERS,    INC. 

By 
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File  No._ 
Set  No._ 
PGG  SOIL  SERVICE  DEPARTMENT 
REPORT  OF  SOIL  TESTS  AND  FERTILIZER  RECOMMENDATIONS 


9>?<P 


yy 


Name 


/£#  ^^ 


<&~^c^ 


Add 


ress 


Location  of  Field 


Soil  Type  ///*■/&_,   /d&Ms  &j(r  J^x ,,t, -infield       3  &0 


Date  of  Sampling      <^<—/^2 —  <&0 
By  Whom       J&fczadSsa  <£. 

ir  Name  //Z^d^s 


Field  No. 
or  Name. 

Former  Yield 
Average. 


&. 


j^. 


-Bul 


Crop  to  be  Grown:. 


1. 

Soil 

Depth 

(Inches) 

2. 
Moisture 

Available  Nitrogen 
at  Sampling 

at   Sampling 

3. 
Nitrate 
Nitrogen 
Lbs/Acre 

4. 
Ammonia 
Nitrogen 
Lbs/Acre 

(Inches) 

Total 

Avail- 
able 

6  ~~/A 

1,3  C 

/  6>fi 

,__»? 

.^7 

te~z4 

?,  6,6 

/,9C 

,37 

.  ///// 

2</-36 

?,  </l 

A  7/ 

A 

///// 

31-rff 

3.3^ 

/&3 

J 

///// 

&~6o 

a.  si 

hbl 

/ 

///// 

to-?a 

z,w 

/.39 

<c 

///// 

Totals 

Mw 

?,fi¥ 

38 

3  7 

A.    Additional  Moisture  needed  to 
fill  soil 


/&7L  t-- 


Acre  Inches 


B.     Available  Nitrogen  which  should  be 
in  soil  now  for  maximum  econom- 
ical  yield  with  normal  weather  c?  /       Lbs,  per  acre 


C.    Available  Nitrogen  in  soil  now  ^?  ^J        Lbs .  per 


acre 


D.    Additional  available  Nitrogen 
recommended  (About) 


o<  &Z.       Lbs.  per 


per  acre 


REMARKS:     Jwjj     ^d^AL  S?S/>/y     ^Aee**-    -J?J2     0e>i.*,?</s      c  /"    H  >-*?//*»  J/* 


M. 


ujlU&A/c 


^z? '0  j s  /t/ r~<z      /\n      y/>  f     «JgW 


-&. 


/Agjt 


sod  r/na^//y 

"V- 


/>?      <?jr/3rc  /sc/    gut  / 


i^^ 


~7 


K?^?^ 


The  above  recommendations  are  based  on  the  assumption  that  normal    rainfall  and  other  weather  conditions  will 
prevail  during  the  remainder  of  the  crop  year.     If  the  rainfall  is  above  normal,  it  may  be  advisable  to  apply  more 
nitrogen, 

PGG  intends  to  use  care  and  diligence  in  performing  the  above  tests  and  suggesting  fertilizer  recommendations;  but 
because  of  the  many  variable  factors  involved,  PGG  releases  the  results  of  these  tests  on  the  express  condition  that 
any  person  using  this  information  or  suggested  recommendations  agrees  that  PGG  gives  no  warranty,  express  or  im- 
plied, and  that  PGG  will  be  in  no  way  responsible  for  *he  crop. 


52 


AMENDED  CODE  OF  BY-LAWS 
OF 
PENDLETON  GRAIN   GROWERS,    INC. 

ARTICLE  I 

Name,  Location,  and  Corporate  Seal 

Section  1 .      Name  and  Location.      This  association  is  organized  under  the  coopera- 
tive association  laws  of  the  State  of  Oregon  and  shall  be  known  as  Pendleton  Grain  Growers, 
Inc.    It  shall  have  its  principal  business  office  in  the  City  of  Pendleton,  State  of  Oregon, 
and  may  establish  offices  at  such  other  places  as  the  board  of  directors  may  from  time  to 
time  designate. 

Section  2.      Corporate  Seal .      The  Corporate  Seal  shall  be  circular  in  form  and 
have  inscribed  thereon  the  name  of  the  association  and  the  year  of  its  incorporation. 

ARTICLE  II 
Membership 

Section  1  .      Eligibility.      Any  person,  partnership,  corporation,  or  association, 
including  both  landlord  and  tenant  in  share  tenancy,  who  is  a  producer  of  agricultural 
products  in  the  territory  served  by  the  association  may  become  a  member  upon  application 
accepted  by  the  board  of  directors  and  the  purchase  of  one  share  of  Class  A  common  stock. 
All  members  agree  to  abide  by  the  by-laws  of  the  association  and  the  rules  and  regulations 
formulated  by  the  board  of  directors,  as  such  by-laws,  rules  and  regulations  now  are  or  as 
they  may  subsequently  be  amended  . 

Section  2.      Termination  of  Membership.      In  case  a  member  ceases  to  be  a  pro- 
ducer of  agricultural  products,  or  if  he  has  violated  the  by-laws,  or  any  applicable  rule 
or  regulation  thereunder,  such  person's  membership  shall  terminate  upon  appropriate  action 
being  taken  by  the  board  of  directors. 

Section  3.      Rights  Upon  Termination  of  Membership.      Upon  termination  of  mem- 
bership the  rights  and  interest  of  such  member  in  the  property  and  assets  of  the  association 
shall  automatically  terminate,  except  for  such  interest  as  he  may  have  in  net  margins  on 
products  delivered  or  purchased  prior  to  termination  of  membership,  or  his  interest  in  the 
association's  capital  as  evidenced  by  stock  certificates,  capital  reserve  certificates, 
credits  or  otherwise  in  accordance  with  these  by-laws,  but  no  settlement  or  payment  shall 
be  accelerated  by  virtue  of  such  termination  of  membership,  except  as  provided  in  Article 
VIII. 

ARTICLE   III 

Meetings  of  Members 

Section  1 .      Annual  Meeting.      The  annual  meeting  of  the  association  shall  be 
held  in  the  City  of  Pendleton,  within  30  days  of  February  28th  in  each  year,  and  at  such 
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date,  time  and  place  within  such  city  as  may  be  designated  by  the  board  of  directors . 

Section  2.      Special  Meetings        Special  meetings  of  the  members  may  be  called 
by  the  president-,  or  shell  be  called  on  the  request  in  writing  to  the  secretary  of  the  ma- 
jority of  the  board  of  directors,  or  on  demand  in  writing  of  10%  of  the  members  of  record 
stating  the  business  to  be  brought  before  such  meeting. 

Section  3.      Notices,      Written  notice  of  each  meeting  of  the  members  of  the 
association  shall  be  mailed  by  the  secretary  to  each  member,  at  the  address  thereof  as 
the  same  shall  appear  in  the  records  of  the  association,   not  less  than  10  days  prior  to  the 
date  of  such  meeting.     The  notice  of  any  special  meeting  shall  include  a  brief  statement 
of  the  purpose  of  that  meeting . 

Section  4,      Quorum .      At  any  meeting  of  the  members  of  the  association,  the 
members  there  present  shall  constitute  a  quorum. 

Section  5.      Voting ,      Each  member  of  the  association  shall  be  entitled  to  one  vote 
and  one  vote  only.     Voting  by  proxy  shall  not  be  permitted,  but  a  member  that  is  a  cor- 
poration, association,  or  partnership  may  designate  a  representative  to  cast  its  vote, 

ARTICLE  IV 

Board  of  Directors 

Section  1  .      Number,      The  corporate  powers,  business  and  property  of  the  assoc- 
iation shall  be  exercised,  conducted,  vested  in  and  controlled  by  a  board  of  seven  dir- 
ectors, who,  at  all  times,  shall  be  members,  provided  however,  that  any  corporate 
member  may  designate  a  representative  to  be  eligible  for  election  as  a  director.    The  num- 
ber of  directors  may  be  increased  at  any  regular  or  special  meeting  of  the  members  to  take 
care  of  new  areas  or  to  provide  for  more  equitable  representation  of  the  membership,  pro- 
vided that  the  board  of  directors  shall  not  exceed  nine  members. 

Section  2.      Term  of  Office.    Directors  shall  be  elected  at  the  annual  meeting 
of  the  members  for  a  term  of  two  years  and  until  their  successors  are  elected  and  qualify, 
provided  that  the  term  of  four  directors  shall  end  in  one  year  and  the  term  of  the  three 
other  directors  shall  end  the  following  year,    in  the  event  the  number  of  directors  is  in- 
creased, as  provided  in  Section  1  hereof,  one  additional  director  shall  serve  until  the 
next  ennua!  meeting  following  his  initial  election,  and  the  other  (if  there  be  two)  shall 
serve  until  the  second  annual  meeting  following  his  initial  election. 

Section  3.  Vacancies.  Any  vacancy  on  the  board  of  directors  shall  be  filled  by 
a  majority  vote  of  the  remaining  directors,  except  in  the  case  in  which  a  director  is  re- 
moved by  vote  of  the  membership,  in  which  case  the  vacancy  so  created  shall  be  filled  by 
a  vote  of  the  majority  of  the  total  membership  present.  The  person  selected  to  fill  any 
vacancy  by  the  board  of  directors  shall  hold  office  until  the  next  annual  meeting.  There- 
after a  director  shall  be  elected  for  the  unexpired  term  in  the  regular  manner  provided  for 
the  election  of  directors. 

Section  4.  Regular  Meetings.  Within  five  days  after  the  date  of  each  annual 
meeting  of  the  members,  the  board  of  directors  shall  hold  a  regular  meeting  at  the  prin- 
cipal place  of  business  of  the  association,  or  such  other  place  as  may  be  determined 
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by  the  president,  for  the  purpose  of  electing  officers  as  hereinafter  provided  and  for  com- 
pleting the  organization  for  the  coming  year,  and  may  transact  such  other  business  as  may 
come  before  the  meeting. 

Section  5.      Special  Meetings.      Special  meetings  may  be  called  by  the  president, 
and  must  be  called  by  the  president  ai  the  written  request  of  three  directors.    Such  special 
meetings  may  be  held  at  such  time  and  place  as  the  board  of  directors  or  the  president 
determine,  and  any  business  may  be  transacted  at  such  meeting. 

Section  6.      Notices.      Meetings  of  the  board,  whether  special  or  regular,  may  be 
held  on  three  days'  notice  given  personally,  by  mail,  telephone,  or  telegraph.    Attendance 
at  a  meeting  shall  constitute  a  waiver  of  notice  thereof. 

Section  7.      Quorum.      A  majority  of  the  directors  shall  constitute  a  quorum,  but 
no  action  shall  be  valid  unless  it  is  approved  by  the  affirmative  vote  of  three  directors. 

Section  8.      Compensation.      The  association  may  provide  at  a  regular  or  called 
meeting  of  the  members  a  fair  remuneration  for  the  time  actually  spent  by  its  officers  and 
directors  in  its  service,  except  that  no  director,  during  his  term  of  office  shall  occupy  any 
position  in  the  association  on  regular  salary,  nor  shall  he  be  a  party  to  a  contract  for  profit 
with  the  association  different  in  any  way  from  the  busirsss  relations  accorded  other  members, 

ARTICLE  V 

Powers  and  Duties  of  Directors 

Section  1  .      Management.      The  board  of  directofs  shall  manage  the  business  and 
conduct  the  affairs  of  the  association  and  shall  make  the  necessary  rules  and  regulations  for 
the  operation  of  the  business  and  the  guidance  of  the  officers,  employees  and  agents  of  the 
association.    The  board  of  directors  may  appoint  and  remove  at  its  pleasure  a  manager  and 
other  officials,  agents  and  employees,  prescribe  their  duties,  and  fix  their  compensation. 
The  board  of  directors  may  require  all  officers,  agents  and  employees  charged  by  the  as- 
sociation with  responsibility  for  the  custody  of  any  of  its  funds  or  securities  to  give  bond 
with  sufficient  surety  for  the  faithful  performance  of  their  official  duties,  the  premium  on 
such  bond  to  be  paid  by  the  association. 

Section  2.  Contracts.  The  board  of  directors  shall  have  the  power  to  make  and 
enter  into  any  contract  or  agreement  with  any  person,  association,  firm  or  corporation  for 
the  furtherance  of  any  of  the  purposes  of  the  association. 

Section  3.      Borrowing  Money .      The  board  of  directors  shall  have  power  to  borrow 
money  for  any  association  purposes  upon  open  account,  upon  any  assets  of  the  association 
or  upon  the  products  of  its  members  in  its  possession,  in  such  amounts  and  upon  such  terms 
and  conditions  as  may  from  time  to  time  seem  to  the  board  of  directors  advisable  and  nec- 
essary, with  full  authority  to  issue  notes,  certificates,  bonds,  debentures,  or  other 
evidences  of  such  indebtedness  and  secure  same  by  mortgage,  trust  deed,  or  any  other 
form  of  security,  or  to  borrow  without  security. 

Section  4.      Establishing  Depositaries.      The  board  of  directors  shall  have  power  to 
select  one  or  more  banks  to  act  as  depositary  of  the  funds  of  the  association  and  to  deter- 
mine the  manner  of  receiving,  depositing  and  disbursing  the  funds  of  the  association  and 
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the  form  of  checks  and  the  person  or  persons  by  whom  same  shall  be  signed  with  the  power  to 
change  such  banks  and  the  officer  or  officers,  employee  or  employees,  person  or  persons 
signing  said  checks  and  the  form  thereof  at  wilL 

Section  5.      Duties  of  Directors.      It  shall  be  the  duty  of  the  board  of  directors  to 
cause  to  be  kept  a  complete  record  of  all  of  its  acts  and  the  proceedings  of  its  meetings; 
to  cause  to  be  presented  at  the  annual  meeting  a  report  reviewing  ♦•he  association's  busi- 
ness for  the  year;  and  to  supervise  the  management  of  the  association. 

ARTICLE  VI 

Officers 

Section  1  .      Offices  to  be  Filled .      The  board  of  directors  shall  elect  from  their 
own  number  a  president  and  one  vice  president,  a  secretary  and  a  treasurer.    The  secretary 
and  the  treasurer  may,  but  need  not  be,  members  of  the  board  of  directors.    The  board  of 
directors  may  appoint  an  assistant  secretary  or  an  assistant  treasurer  by  resolution  entered 
on  its  minutes.    The  offices  of  the  secretary  and  the  treasurer  may  be  filled  by  the  same  per- 
son.   Such  officers  shall  be  elected  at  the  first  regular  meeting  of  the  board  of  directors  each 
year,  and  their  term  of  office  shall  be  for  a  period  of  one  year  or  until  their  successors  are 
elected  and  qualify. 

Section  2.      President.      The  president  shall  preside  at  all  meetings  of  the  members 
and  directors  and  shall  execute  all  contracts  and  agreements  authorized  by  the  board,  and 
when  authorized  by  the  board  shall  sign  and  affix  the  seal  of  the  association  to  any  instru- 
ment requiring  the  same.     He  shall  perform  such  other  duties  as  may  be  prescribed  by  the 
board  of  directors. 

Section  3.      Vice  President.      The  vice  president  shall  be  vested  with  all  the  powers 
and  required  to  perform  all  the  duties  of  the  president  in  the  absence  or  disability  of  the 
president,  and  he  shall  perform  such  other  duties  as  may  be  prescribed  by  the  board  of 
directors. 

Section  4.      President  Pro  Term      In  the  absence  of  both  the  president  and  the 
vice  president,  the  board  may  appoint  a  president  pro  tern  upon  such  terms  as  it  may  de- 
termine. 

Section  5,      Secretary.      The  secretary  shall  be  secretary  of  and  shall  attend  all 
the  meetings  of  the  association,  the  board  of  directors,  and  standing  committees.    He  shall 
act  as  clerk  thereof  and  shall  record  all  the  proceedings  of  such  meetings  in  a  book  kept 
for  that  purpose.    He  shall  keep  the  stock  certificate  book  showing  the  number  of  shares  of 
stock  issued,  to  whom  issued,  and  the  date  of  such  issue  or  transfer. 

Section  6.      Treasurer,      (a)  The  treasurer  shall  have  custody  of  the  funds  and  se- 
curities of  the  association  and  shall  keep  full  and  accurate  account  of  receipts  and  dis- 
bursements in  books  belonging  to  the  association  and  shall  deposit  all  money  and  other 
valuable  effects  in  the    iame  and  to  the  credit  of  the  association  in  such  depositaries  as 
may  be  designated  by  the  board  of  directors. 

(b)  He  shall  disburse  the  funds  of  the  association  as  may  be  ordered  by  the  board, 
taking  proper  vouchers  for  sucir  disbursements  and  shall  render  to  the  board  at  the  regular 
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meetings  of  the  board,  or  whenever  they  may  require  it,  an  account  of  his  transactions  as 
treasurer  and  of  the  financial  condition  of  the  association,  and  at  the  regular  meeting  of  the 
board  next  preceding  the  annual  meeting,  a  like  report  for  the  preceding  year 

(c)  He  shall  keep  an  account  of  the  stock  registered  and  transferred  in  such  manner 
and  subject  to  such  regulations  as  the  board  may  require,, 

(d)  He  shall  perform  such  other  duties  as  the  board  may  from  time  to  time  require. 

Section  7.      Board  May  Change  Duties ,      The  board  of  directors  from  time  to  time 
may  add  to  or  change  the  duties  of  any  officer,, 

Section  8.      Delegation  of  Duties.      In  case  of  the  absence  or  disability  of  any  of- 
ficer of  the  association,  or  for  any  other  reason  deemed  sufficient  by  a  majority  of  the 
board,  the  board  may  delegate  his  powers  or  duties  to  any  other  officer  or  to  any  director 
for  the  time  being. 

Article  VII 

Operating  Methods 

Section  1  .      Non-Profit  Operation  .      This  association  is  formed  to  function  on 
a  cooperative,  non-profit  basis  for  the  mutual  benefit  of  its  members.    Any  excess  of 
receipts  over  costs  and  operating  expenses  belongs  to  members  in  proportion  to  their 
respective  patronage.    The  portion  of  such  excess  that  consists  of  earnings  on  non- 
member  business  shall  be  set  aside  in  the  special  reserve  in  accordance  with  Article 
IX-A  of  these  By-Laws.    The  balance  of  such  excess,  hereinafter  referred  to  as  earn- 
ings on  member  business,  shall  be  returned  to  members  either  in  the  form  of  cash,  stock, 
or  interest-bearing  notes. 

Each  member  hereby  authorizes  the  board  of  directors  to  apply  one-half  of  his 
share  of  earnings  on  member  business  to  the  purchase  of  Class  B  common  stock  until 
such  member  shall  own  $5,000  par  value  thereof.    The  amount  of  earnings  so  applied 
shall  be  considered  a  contribution  by  such  member  to  the  capital  of  the  Association 
for  which  such  stock  shall  have  been  issued  to  him.    The  balance  of  the  member's  share 
of  earnings  on  member  business  may  be  paid  to  him  in  cash,  interest-bearing  notes,  or 
both.    The  amount  for  which  interest-bearing  notes  is  issued,  shall  be  considered  a  loan 
by  such  member  to  the  Association.     If  any  member's  share  of  earnings  on  member  busi- 
ness is  less  than  $10  in  any  year,  the  board  of  directors  may  pay  to  such  member  such 
share  in  cash . 

Section  2.      Application  of  Excess  to  Indebtedness.      The  Association  at  its 
option  may  withhold  any  and  all  excess  which  may  be  distributable  to  the  member  in 
the  form  of  cash,  stock,  or  interest-bearing  notes,  and  apply  the  same  to  the  indebted- 
ness of  such  member  to  the  association.     In  such  event,  however,  the  Association  shall 
notify  such  member  of  the  amount  so  applied. 

Section  3.      Application  of  Earnings  for  Capital  Purposes.      The  board  of  dir- 
ectors of  the  association  may  apply  so  much  of  earnings  on  member  business  each  year 
as  it  deems  reasonable  and  necessary  for  the  following  purposes:    acquiring  or  paying 
for  facilities,  retiring  and  paying  loans  incurred  for  facilities,  retiring  debentures  or 
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promissory  notes  owed  by  the  association,  building  up  of  reasonable  operating  capital, 
retiring  certificates  or  credits  on  a  revolving  fund  plan,  retiring  Class  B  common  stock, 
or  for  other  proper  association  capital  purposes.    Amounts  so  applied,  to  the  extent  to 
which  promissory  notes  are  not  issued  therefor,  shall  constitute  contributions  to  capital 
by  the  members  of  the  Association. 

Section  4.      Operarion  by  Division  or  Departments.       If  the  board  of  directors 
shall  find  that  the  excess  of  receipts  over  costs  and  operating  expenses  is  substantially 
different  as  between  two  or  more  classes  or  types  of  business  done  by  the  cooperative, 
or  if  there  be  other  good  reasons  for  doing  so,   it  may  establish  reasonable  classifications 
by  divisions  or  departments,  by  products  or  otherwise,  to  the  end  that  the  excess  of 
receipts  over  costs  and  operating  expenses  will  be  equitably  distributed  among  the 
members  in  each  year  as  nearly  as  practical  in  proportion  to  the  members'  actual  con- 
tributions to  such  excess. 

The  form  in  which  such  excess  is  distributed  to  members  may  differ  according 
to  divisions  or  departments,  provided  that  one-half  of  each  member's  share  of  the 
earnings  on  member  business  shall  be  distributed  to  him  in  the  form  of  Class  B  common 
stock  until  he  has  received  $5,000  thereof. 

If  there  be  a  net  loss  by  a  division  or  department  in  any  year,   the  board  of 
directors  may  charge  such  loss  to  the  contingency  reserve,   if  any;    to  the  special  re- 
serve provided  by  Article  IX-A,  of  these  by-laws,  or  proportionately  to  the  members 
who  did  business  with  such  department  or  division  in  the  year  in  which  the  loss  occurred. 

Section  5.      Cash  Discounts,  Rebates,  and  Bonuses.      The  board  of  directors 
may  authorize  rebates,  cash  discounts  or  bonuses  on  certain  classes  of  transactions  to 
encourage  such  transactions  or  to  meet  competitive  conditions. 

Section  6.      Marketing  Departments.      The  board  of  directors  may  authorize 
the  organization  of  specific  departments  for  marketing  various  types  of  livestock, 
poultry,  or  other  farm  products.     If  such  departments  are  authorized,  provisions  may 
be  made  for: 

(a)  The  use  of  a  marketing  contract  which  would  require  the  producer  to  mar- 
ket al  I  of  the  specified  product  to  or  through  the  Association  . 

(b)  Meetings  of  the  producers  of  the  specified  products  at  which  such  pro- 
ducers could  choose  a  marketing  committee  and  determine  maximum  charges  as  well 

as  provide  for  payment  for  capital  improvements  and  working  capital  for  the  marketing 
of  such  products.     If  such  marketing  committees  are  established,  such  committees  may 
have  such  authority  as  may  be  determined  by  the  particular  group  and  as  may  be  ap- 
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proved  by  the  board  of  directors  of  this  Association.     In  the  marketing  agreement  for 
any  given  product,  the  producers  thereof  may  agree  upon  their  voting  power  based  on 
volume  of  the  product  to  be  marketed  insofar  as  it  relates  to  the  selection  of  the  mar- 
keting committee  and  specific  provisions  relating  to  the  marketing  of  such  product. 

Section  7.      Purchasing  Agreement.      The  board  of  directors  may  adopt  a 
form  of  contract  whereby  a  patron  may  contract  for  a  period  of  time  to  purchase  all 
the  supplies  or  services  in  certain  categories  he  may  need  from  this  Association. 

ARTICLE  VIII 

Capital  Stock 

Section  1  .      Capital  Structure .      The  capital  stock  of  this  association  shall  consist 
of  2,000  shares  of  Class  A  common  stock  of  the  par  value  of  $30  per  share,   1,800,000  shares 
of  Class  B  common  stock  of  the  par  value  of  $1  per  share,  and  1,600  shares  of  preferred  stock 
of  the  par  value  of  $30  per  share. 

Section  2.      Voting  Rights.      No  voting  rights  shall  attach  to  any  capital  stock. 

Section  3.      Class  A  Common  Stock       TI.o  common  stock  of  this  association  out- 
standing at  the  time  of  this  amendment  to  the  by-laws  shall  be  and  is  referred  to  hereinafter 
as  Class  A  common  stock.     No  dividends  shall  be  paid  on  such  stock,  and  such  stock  shall 
not  be  transferable. 

Ench  member  of  the  association  must  hold  one  shore  of  Class  A  common  stock.  Upon 
the  death  of  a  member,  the  association  shall  cancel  his  share  of  Class  A  common  stock  upon 
the  books  of  the  association  and  pay  the  par  value  thereof  to  his  estate  Upon  the  termina- 
tion of  a  member's  membership,  as  provided  in  Article  II  hereof,  the  association  shall  like- 
wise cancel  such  member's  share  of  Class  A  common  stock  upon  the  books  of  the  association 
and  pay  the  par  value  thereof  to  such  member  in  cash. 

Section  4.      Class  B  Common  Stock,      Class  B  common  stock  shall  be  issued  as  pro- 
vided in  Article  VII  hereof.    No  dividends  shall  be  paid  on  such  stock.    Such  stock  shall 
only  be  transferable  upon  approval  of  the  board  of  directors  in  accordance  with  rules  and 
regulations  to  be  established  by  the  board  from  time  to  time. 

Upon  the  death  of  an  individual  who  is  the  holde«  of  Class  B  common  stock,  the 
board  of  directors  shall  retire  so  much  of  the  stock  of  such  holder  as  shall  have  been  orig- 
inally issued  to  him  by  paying  the  par  value  thereof  to  his  executor,  administrator,  or  heirs; 
and  if  a  partnership  is  the  original  holder  of  such  Class  B  common  stock  and  a  partner  dies, 
the  interest  of  the  deceased  partner  in  such  stock  shall  be  redeemable  at  the  request  of  the 
surviving  partner  or  partners  and  of  the  executor  or  administrator  of  the  estate  of  the  de- 
ceased partner.     It  is  expressly  provided  however  that  the  liability  of  the  association  in 
any  one  calendar  year  to  make  payments  under  the  provisions  of  this  paragraph  shall  be 
limited  to  an  amount  equal  to  5%  of  the  total  Class  B  common  stock  outstanding  in  that  year. 
Any  sums  otherwise  payable  on  account  of  death  of  holders  hereunder,  in  excess  of  a  sum 
equal  to  5%  of  the  total  Class  B  common  stock  outstanding  in  the  year  of  death,  shall,  if 
not  paid  in  such  year,  be  paid  in  the  subsequent  year  or  years  in  accordance  with  priority 
of  dates  of  death.    The  board  of  directors  shall  adopt  such  rules  and  regulations  as  may  be 
necessary  to  carry  out  the  purposes  of  this  paragraph. 
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In  the  event  that  the  holder  of  Class  B  common  stock  makes  a  showing  satisfactory  to 
the  board  of  directors  that  he  is  no  longer  a  producer  of  agricultural  products  in  the  territory 
served  by  the  association,  the  board  of  directors  may  exchange  such  person's  Class  B 
common  stock  for  the  15-year  promissory  notes  of  the  association  in  an  amount  equivalent 
to  the  par  value  of  such  stock. 

Section  5.      Preferred  Stock.      Preferred  stock  shall  be  entitled  to  a  dividend  at 
the  rate  of  4%  per  year,  and  may  be  issued,  redeemed,  and  reissued  from  time  to  time  as 
determined  by  the  board  of  directors  or  as  prescribed  by  the  by-laws,  all  in  accordance  with 
the  statutes  of  this  state.    Dividends  on  preferred  stock  shall  be  considered  an  expense  of 
operations.    Preferred  stock  shall  not  be  entitled  to  participate  in  any  other  additional  earn- 
ings.   Preferred  stock  may  be  sold  to  and  held  by  anyone  subject  to  the  provisions  of  these 
by-laws. 

Section  6.      Transfers  of  Preferred  Stock.      Preferred  stock  shall  only  be  transferred 
upon  the  books  of  the  association  upon  surrender  of  the  stock  certificate  or  certificates  for 
cancellation,  properly  endorsed,  or  if  a  certificate  has  been  lost,  by  furnishing  to  the 
secretary  proper  affidavits  of  loss  and  reasonable  indemnity.    The  association  shall  be  en- 
titled to  treat  the  holder  of  record  of  any  such  stock  as  the  holder  in  fact  thereof  and  ac- 
cordingly shall  not  be  bound  to  recognize  any  equitable  or  other  claim  to  or  interest  in 
such  share  on  the  part  of  any  other  holder  whether  or  not  it  shall  have  express  or  other 
notice  thereof,  save  as  expressly  provided  by  the  laws  of  Oregon. 

Section  7.      Lien  on  Stock  to  Secure  Indebtedness.      The  association  shall  have  a 
first  lien  on  the  Class  B  common  stock  of  a  member  to  secure  any  indebtedness  of  such 
member  to  the  association.    By  virtue  of  such  lien,  the  association  shall  be  entitled  to  off- 
set such  indebtedness  prior  to  the  redemption  of  such  stock  or  any  part  thereof  on  the  basis 
as  provided  in  these  by-laws. 

Section  8.      Safe  Keeping  Receipts.      In  order  to  prevent  loss  of  Class  B  common 
stock  and  consequent  difficulty  upon  redemption,  the  board  of  directors  may  authorize 
the  issuance  to  members  of  a  safe  keeping  receipt  showing  the  interest  of  such  member  in 
the  stock  issued  and  held  for  his  account,  or  a  copy  of  the  stock  certificate,  subject  to 
the  right  of  the  member  at  any  time  to  request  the  issuance  to  him  of  the  original  stock 
certificates  to  which  he  is  entitled  under  the  provisions  of  these  by-laws. 

Section  9.      Rights  Upon  Dissolution.      The  respective  rights  of  the  holders  of  various 
classes  of  the  capital  stock  of  this  association  upon  the  dissolution  or  liquidation  of  the  as- 
sociation are  set  forth  in  Article  X  of  these  by-laws. 

ARTICLE   IX 

Contingency  Reserve,  Capital  Reserve  Certificates,  Notes 

Section  1 .      Contingency  Reserve.      The  board  of  directors  each  year  may  set  aside 
from  the  savings  or  earnings  such  sum  as  may  be  deemed  necessary  as  a  contingency  reserve 
The  contingency  reserve  shall  provide  for  unusual  credit  losses,  not  included  in  the  allow- 
ance for  bad  debts,  and  for  other  losses  which  the  board  of  directors,  in  its  discretion,  do 
not  believe  should  or  can  be  charged  to  any  particular  operation. 

Section  2.      Methods  of  Accounting  for  Contingency  Reserve.      The  amount  set 
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aside  for  the  purpose  of  creating  and  maintaining  a  contingency  reserve  as  provided  herein 
shall  be  shown  on  the  books  of  the  association,  and  the  books  shall  contain  data  from  which 
each  patron's  interest  therein  may  be  determined  „     It  is  provided  however  that  after  the 
date  of  adoption  of  these  amended  by-laws,   in  the  event  that  there  is  any  addition  to 
contingency  reserve,  only  members  shall  have  an  interest  in  amounts  so  added  .     In  the 
event  any  losses  are  charged  to  the  contingency  reserve,    such  losses  may  diminish  the 
credits  previously  allocated  to  such  reserve,   but  such  losses  shall  be  charged  to  the  reserve 
as  a  whole  and  not  to  any  particular  year's  credits.    At  any  time  if  in  the  discretion  of  the 
board  of  directors,  the  contingency  reserve  is  larger  than  is  deemed  advisable  or  necessary, 
the  board  of  directors  may  revolve  the  contingency  reserve  by  redeeming  the  earliest  credits, 

The  treatment  of  credits  to  contingency  reserve  upon  dissolution  or  liquidation  of 
the  association  is  as  provided  in  Article  X  hereof. 

Section  3.      Capital  Reserve  Certificates.    At  the  time  of  the  adoption  of  this 
amendment  to  the  by-laws,  there  are  outstanding  capital  reserve  certificates.    The  follow- 
ing sections  set  forth  the  rights  of  holders  of  such  certificates.    After  the  adoption  of  these 
amended  by-laws  there  shall  be  no  further  issuance  of  capital  reserve  certificates. 

Section  4.      Rights  of  Holders  of  Capital  Reserve  Certificates.      Interest  shall  be 
paid  on  all  unret'red  balances  of  outstanding  capital  reserve  certificates  at  the  rote  of  3% 
per  annum,  and  such  interest  shall  be  considered  an  operating  expense , 

All  capital  reserve  certificates  are  subordinate  in  right  to  the  claims  of  all  present 
and  future  creditors  of  the  association,  and  all  certificates  shall  contain  this  language. 

Section  5.      Retirement  of  Certificates.      After  the  current  year's  obligations  for 
the  purchase  of  facilities  have  been  paid,  and  after  providing  such  s>.m  or  sums  as  the  board 
of  directors  deem  advisable  for  the  purchase  of  new  facilities  or  the  improvement  of  existing 
facilities,  or  such  other  purposes  as  the  board  of  directors  deem  necessary,  the  board  of 
directors  may  in  their  discretion,  as  the  necessary  funds  are  found  in  the  treasury,  pay  the 
face  amount  of  capital  reserve  certificates  to  the  holders  thereof  in  the  order  of  the  priority 
of  issue,  provided  that  there  shall  be  no  priority  between  certificates  of  the  same  series 
and  provided  further  that  all  c  ertificates  of  a  prior  series  shall  be  retired  before  any  certi- 
ficates of  a  later  series,  except  those  not  presented  for  redemption  when  called.    If  the 
amount  of  funds  which  are  available  for  retirement  of  certificates  in  any  year  be  less  than 
the  full  acmount  of  certificates  in  line  for  retirement  that  year,  the  amount  of  funds  avail- 
able for  retiring  such  certificates  may  be  paid  pro-rata  to  the  holders  thereof,  and  the 
amount  thereof  shall  be  endorsed  on  such  certificates.    Available  funds  for  subsequent 
years  may  be  used  to  make  payments  on  and  eventually  retire  all  certificates  of  one  year 
before  any  payment  is  made  on  certificates  of  a  subsequent  year.    If  the  board  of  directors 
at  any  time  determine  that  funds  are  necessary  for  the  purchase  of  additional  facilities  or 
for  the  improvement  of  existing  facilities  or  for  any  other  purpose  which  they  deem  neces- 
sary, the  process  of  retirement  shall  be  deferred  until  the  board  of  directors  deem  it  ad- 
visable to  continue  the  process  again. 

The  board  of  directors  may  retire  not  to  exceed  $10,000  of  capital  reserve  cer- 
tificates of  any  holder  upon  notice  of  his  death,  and  irrespective  of  priority  of  issue  of 
such  certificates.    Payment  shall  be  made  to  the  executor  or  administrator  of  the  de- 
ceased holder's  estate  upon  surrender  of  the  deceased  holder's  certificate  and  proof  of 
appointment  of  such  administrator  or  executor.    The  board  of  directors  may  adopt  such 
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rules  and  regulations  as  they  deem  advisable  from  time  to  time  to  take  care  of  the  situation 
when  there  is  no  probate  proceedings,  or  such  other  matters  as  the  board  may  deem  neces- 
sary to  carry  this  provision  into  effect. 

Section  6.      Transfer  of  Capital  Reserve  Certificates.      Capital  Reserve  Certificates 
may  only  be  transferred  by  endorsement  thereon  and  surrender  to  the  association,  and  a  new 
certificate  will  be  issued  in  the  name  of  the  transferee  for  the  unpaid  amount  thereof, 
and  for  the  same  series  as  the  surrendered  certificate,    The  association  shall  only  be  liable 
to  make  payments  to  the  record  holders  of  outstanding  certificates;  provided  that  the  as- 
sociation may  offset  any  indebtedness  due  from  the  party  to  whom  the  capital  reserve  cer- 
tificate was  issued  or  from  the  holder  thereof  to  the  association  before  transfer  of  such 
certificate  on  the  books  of  the  association. 

Section  7.      Promissory  Notes.      For  that  portion  of  each  member's  proportionate 
share  of  the  excess  of  receipts  over  expenditures  which  is  considered  to  be  a  loan  to  the 
association  each  year  under  the  provisions  of  Article  VI!  hereof,  the  association  shall 
issue  to  such  member  its  promissory  note  payable  on  or  before  fifteen  years  from  the  date  of 
issue.    Such  note  shall  bear  interest  at  the  rate  of  3%  per  annum.    Such  note  shall  be  sub- 
ordinate in  right  to  all  bank  loans  and  to  the  4%  debenture  bonds  of  the  association,  but 
in  all  other  respects  shall  be  considered  a  general  obligation  of  the  association. 

Section  8,      Transfers  of  Notes.      Such  promissory  notes  may  be  assigned  and  trans- 
ferred by  endorsement  thereon  and  surrender  to  the  association,  and  a  new  note  will  be 
issued  in  the  name  of  the  transferee  for  the  unpaid  amount  thereof,  and  with  the  same  ma- 
turity date  as  the  surrendered  notes.    The  association  shall  only  be  liable  to  make  payments 
to  the  record  holder  of  outstanding  notes;  provided  that  the  association  may  off-set  any  in- 
debtedness due  from  the  party  to  whom  the  note  was  issued  or  from  the  holder  thereof  to 
the  association  before  transfer  of  such  note  on  the  books  of  the  association. 

Section  9.      Payment  of  Notes  by  Retirement  Thereof.      The  board  of  directors  in 
its  discretion,  may  retire  such  notes  prior  to  maturity  by  payment  of  the  face  amount 
thereof  plus  interest  accrued  and  unpaid.     However,  any  such  retirement  prior  to  maturity 
of  such  note  shall  be  in  the  priority  of  issue  of  such  note  but  there  shall  be  no  priority 
between  notes  issued  in  the  same  year.     If  there  are  not  sufficient  funds  available  to  retire 
all  of  the  notes  issued  in  a  particular  year,  payment  shall  be  made  pro-rata  thereon.    There 
shall  be  no  retirement  prior  to  maturity  of  notes  issued  in  any  year  prior  to  the  retirement 
of  all  of  the  notes  issued  in  the  preceding  years.    Any  indebtedness  due  from  the  holder  of 
a  note  to  the  association  may  be  offset  by  the  association  before  the  retirement  of  such  note 

ARTICLE   IX-A 

Special  Reserve 

Such  portion  of  the  excess  of  receipts  over  expenditures  that  consists  of  earnings  on 
non-member  business,  shall  each  year  be  set  aside  in  the  association  special  reserve.    The 
special  reserve  shall  belong  to  the  members  of  rhe  association  as  producers  and  shall  be 
considered  as  part  of  the  association's  capital .    The  Special  Reserve  shall  not  be  allocated, 
nor  shall  any  member  be  entitled  to  any  part  thereof  except  on  dissolution  of  the  association 
when  the  balance  of  such  reserve,  if  any,  shall  be  divided  among  the  members  of  the  as- 
sociation on  the  basis  of  patronage. 
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The  special  reserve  may  be  used  by  the  association  for  the  retirement  of  the  Class  B 
common  stock  as  provided  in  the  by-laws  upon  the  death  of  holders  thereof,  and  for  such 
other  purposes  as  the  board  of  directors  may  from  time  to  time  determine, 

ARTICLE  X 

Rights  on  Dissolution  and  Liquidation  of  the  Association,  and 
on  Sale  of  Capital  Assets 

Section  1  .      Sale  of  Capital  Assets.      In  the  event  that  any  of  the  capital  assets  of 
the  association  are  sold  at  a  gain,  no  part  of  such  gain  shall  accrue  to  the  association  as 
such,  but  such  gain  shall  belong  to  the  members  in  proportion  to  their  respective  patronage. 

Section  2.      Priorities.      In  the  event  of  dissolution  or  liquidation  of  the  association, 
whether  voluntary  or  otherwise,  after  payment  of  all  indebtedness  of  the  association,  other 
than  15-year  promissory  notes  issued  to  its  members,  all  such  promissory  notes  shall  be  paid 
at  the  face  amount  thereof  with  accrued  interest.    Redemption  of  such  promissory  notes  shall 
be  without  reference  to  priority  of  issue.    Thereafter  the  preferred  stock  of  the  association 
shall  be  redeemed  at  par  and  accumulated  dividends,   if  any.    Thereafter,  remaining  funds 
shall  be  used  to  redeem  all  outstanding  capital  reserve  certificates  irrespective  of  the  series 
or  year  issued  and  Class  A  common  stock  on  a  pro-rata  basis  and  not  in  accordance  with 
priority  of  issue  of  the  capital  reserve  certificates.    Any  excess  remaining  after  redeeming 
all  outstanding  capital  reserve  certificates  and  Class  A  common  stock  at  the  face  value  there- 
of with  accrued  interest  on  capital  reserve  certificates  shall  be  used  to  redeem  credits  on  con- 
tingency reserve.    Thereafter,   remaining  funds  shall  be  used  to  redeem  Class  B  common  stock. 
If  insufficient  funds  are  available  to  redeem  all  Class  B  common  stock  at  the  par  value  thereof, 
payment  shall  be  made  pro-rata  thereon.     If  after  redeeming  all  Class  B  common  stock  any 
funds  remain,  such  funds  shall  be  pro-rated  among  the  members  of  the  association  on  a  basis 
proportional  to  their  patronage. 

Any  indebtedness  due  from  the  holder  of  notes,  capital  reserve  certificates,  capital 
stock,  or  credits  to  contingency  reserve,  may  be  off-set  by  the  association  before  retirement 
of  such  equity  or  debt. 

ARTICLE  XI 

Audit 

Section  1  .     Periodic  audits  shall  be  made  by  competent  public  accountants  appointed 
by  the  board  of  directors. 

ARTICLE   XII 

Amendments 

These  by-laws  may  be  amended  at  any  meeting  of  the  members  by  a  two-thirds  vote 
in  the  affirmative  of  those  balloting,  provided  that  notice  of  the  proposed  amendment  is 
included  in  the  call  for  such  meeting. 
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ARTICLE  XIII 

Non-Member  Business 

The  association  shall  not  deal  in  the  products  of  non-members  to  an  amount  greater 
in  value  than  such  as  are  handled  by  it  for  members. 

ARTICLE  XIV 

Executive  Committee 

The  board  of  directors  of  the  association  may  appoint  an  executive  committee  to 
consist  of  such  number  of  board  members  as  is  deemed  advisable.    The  executive  committee 
shall  have  such  powers  and  duties  as  may  be  delegated  to  it  from  time  to  time  by  the  board 
of  directors. 

ARTICLE  XV 

Education  and  Promotion  Fund 

Section  1  .      Small  Balances.      It  is  recognized  that  in  the  accounting  processes  pro- 
vided in  these  by-laws,  small  balances  remain  which  cannot  be  allocated  practicably,  as 
for  example,  contributions  to  capital  or  loans  to  the  association  of  less  than  $1  .    Such  sums 
together  with  the  sums  set  forth  in  Section  2  hereof  may  be  credited  to  an  Education  and 
Promotion  Fund  of  the  association.    The  education  and  promotion  fund  may  be  used  for  as- 
sociation field  work,  membership  relations,  meetings,  or  for  such  other  educational  or 
promotional  work  as  the  board  of  directors  may  determine. 

Section  2,      Uncashed  Checks  and  Unclaimed  Credits.      The  association  shall  use 
reasonable  diligence  to  locate  patrons  in  order  to  make  any  payments  to  such  patrons. 
If  any  sums  to  which  a  patron  is  entitled  to  are  uncalled  for,  or  checks  therefore  are  un- 
cashed after  three  years  from  the  date  of  establishment  of  a  credit  for  such  sums  or  the 
issuance  of  a  check  therefore,  whichever  is  the  later,  such  sums  may  be  transferred  to  the 
Education  and  Promotion  Fund  of  the  association  as  a  contribution  thereto.     Each  patron  of 
the  association  hereby  authorizes  as  a  contribution  to  the  Education  and  Promotion  Fund  in 
accordance  with  the  terms  of  this  section,  the  transfer  to  such  fund  of  the  sums  uncalled  for 
and  unclaimed  for  over  three  years  to  which  he  would  otherwise  be  entitled. 
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